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DETAILS MAKE A BIG DIFFERENCE 










EXTERIOR WALL FINISH — Red cedar 
shakes and asphaited asbestos shingle 
backer applied over asphalted felt on 
a |-inch nominal sheathing provides a 



































































warm, tight home. Vertical siding is used E 
on some modeis to create special design 
effects. In Southern models double course y 
of cedar shakes is used over sheathing. 
, 
M 
Cé 
FLOOR SYSTEM—Fioor framing is 
2 x 8 on 16-inch centers. A double 
row of bridging providing addition- M 
ROOF TRUSSES—All Thyer homes with the exception of con- al strength: subfloor is nominal 1- 
temporary models have trussed roofs. The truss provides an inch sheathing; finish floor *54.—2'% H 
even distribution of roof load over the entire roof area. Thus inch face select hardwood in all 
the lood is carried only by the outside walls . .. and bearing principal rooms with ¥% inch ply- 
partitions are eliminated. wood elsewhere. 
C) 
FRAMING— Exterior walls and interior partitions are 2 x 4 on INTERIOR WALL FINISH — 2 inch gyp- 
16-inch center with double 2 x 4 top plate. To provide added sum board with invisible joints “welded” 
rigidity for the frame, corner bracing is used in all outside with tape and gypsum cement assure a Cl 
corner ponels. wall that is virtually crack-proof and can 
“ seat be decorated with one of the modern D 
wall treatments. ‘ 
ss Cl 
st Vv il 
=> 1 
“Thyer fabricated units have been awarded rT : it 
Porents’ Magazine Commendation Seal.” ‘ 
a | Cl 
ing 
A BIG DIFFERENCE 
Co 
IN FINANCING, TOO! lan 
4 
1 . ' j Co: 
e 2x4 stud wall construction which puts Thyer in Yo: 
a class by itself among prefabricators, reduces 
your investment risk. y, 
9.5 ; Cli 
« Sturdy construction keeps Thyer homes perpetu- 
ally saleable, assuring full value of your mortgage. ,, 
3. “Stop-watch” erection makes Thyer homes ready } fere 
for immediate occupancy... assures fast dollar Fra 
turn-over on short term loans. \ 
; é 
For further information, mail the attached Clir 


coupon today. 


| J 











» Bar 
Nor 
THE THYER MANUFACTURING CORPORATION 
2862 Woyne Street 515 East Yazoo Street, Dept. 12 Ji 
Toledo 9, Ohio Jackson, Miss. gage 
Gentlemen: ford 
Please have a Thyer factory representative call. 
O 
Nome vent 
Address 
EAR 


City. Zone State 
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MBA 1956 Calendar 


January 24, 25 and 26, 1956, Senior 


Executives Conference, New York 


York City 

’ February 22, Board of Governors 
Meeting, Conrad Hilton Hotel, Chi- 
cago 


February 23 and 24, Midwestern 
Mortgage Conference, Conrad Hilton 
Hotel, Chicago 


March 12, Mortgage Servicing 
—_— Clinic, La Salle Hotel, Chicago 


March 14, Mortgage Servicing 
Clinic, Hotel Statler, Washington, 
D. C. 


March 16, Mortgage Servicing 
Clinic, Andrew Jackson Hotel, Nash- 
ville 


April 5-6, Southeastern Mortgage 
Clinic, Hotel John Marshall, Rich- 


mond 


April 7, Board of Governors Meet: 
ing, Dinkler-Plaza Hotel, Atlanta 


April 9-10, Southern Mortgage 
Conference, Dinkler-Plaza Hotel, At- 
lanta 


April 30-May 1, Eastern Mortgage 
Conference, Commodore Hotel, New 
York 


May 10-11, Southwestern Mortgage 
Clinic, Hilton Hotel, Albuquerque 


May 14-15, Western Mortgage Con- 
ference, Mark Hopkins Hotel, San 
Francisco 


) May 18-19, Northwestern Mortgage 
Clinic, Olympic Hotel, Seattle 


June 24-July 7, School of Mortgage 
Banking, Courses I, II and III, 
—- Northwestern University, Chicago 


July 29-August 11, School of Mort- 
gage Banking, Courses I and II, Stan- 
ford University, Stanford, California 


October 8-11, 43rd Annual Con- 
vention, Conrad Hilton Hotel, Chicago 





"Wlortgage Banker 


please route te: 
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Inquiries invited 
from mortgage bankers, 
life insurance 
companies, 


builders, lawyers. 
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Licensed to write 
Title Insurance in: 


















Periormance | 
has a Approval 


for homes manufactured by 
United States Steel Homes, Inc. 










The products of United States Steel Homes have won 
overwhelming approval wherever their quality, perform- 
” ie ance, and construction have been examined. They have 

one mens TAL Anegg been erected in 44 states and now carry the approval of 
, every state and municipality that operates under a per- 
formance code. They are accepted by the Southern Build- 
ing Code Congress, without reservation, and can be 







ed 4 / 
Building Ofeeats 
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Conference 
erected even in coastal areas in full compliance with the 
code. They meet every performance requirement of the 
Building Officials Conference of America, the Pacific 
Coast Building Officials Conference, and the New York 
State Code Commission. After careful inspection, Parents’ 
Magazine has awarded them its Seal of Commendation. 

This nationwide approval assures you that any prod- 
uct of United States Steel Homes is a good home—well 
designed, well built, and well received. And remember, 
it is built by an experienced local builder with a reputa- 
tion for high grade construction. Write for complete in- 
formation. You'll be seeing a lot of these homes in your 


area this year. 








United States Steel Homes, Ine. 


GENERAL OFFICES: NEW ALBANY, INDIANA 


susspuarkyor U NETED STATES STEE L corporation 
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Mortgages are SALABLE 

when protected with Louisville 
Title Insurance. All large 
corporate investors in mortgage 
loans know of our thoroughness, 
stability and reputation. 
“‘Louisville Title” is recognized as 


one of the nation’s leading title 





fast service insurance companies. 


accurate service 
friendly service 


iti LOUISVILLE TITLE 
tp INSURANCE COMPANY 


® * 
i>] - 
S = 
> ay “ 
2 INSURANCE | is HOME OFFICE * LOUISVILLE, KENTUCKY 
- 
° 


IT LE 





COMPANY 


s 
oO, « 
‘7 4 
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r Conditioner 





Lowboy Winter Air Conditioners 











ombBination Year-'round Air Couditioncr 









Heating unit sizes are 80,000-, 100,000-, 125,000-, and 150, 
Btu input. Cooling unit is available in 2-hp, 3-hp, or 5-hp sizes, 
Heating and cooling units may be interchanged to suit any 
climate condition. 


fis y ' frig / Dewxe Companion Units — For all-season air conditioning. 






The convenience and economy The extra sales appeal of 
of automatic heating help the 
home-builder sell 


4 
People want automatic heat — want it because 
it’s cleaner, more convenient. People want qual- 


ity, too — and they get it from Mueller Clima- 
trol. There’s a size and type of winter air 
conditioner for any size home, any system, any 
fuel. Insist on the Mueller Climatrol trademark 


on the heating equipment in the homes you our investment in homes 
finance. y 
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Gas-fired Residential Boilers 







Let us send you 
information on how 


Mueller Climatro! incinerator 
way ¢t mane he « 


ae gives homes extra value that 


tamatica with 





makes them easier to sell today 
— easier to sell tomorrow! 





Write today to Mueller Climatrol, 
Dept. 1125, 2054 W. Oklahoma Ave., 
Milwaukee 15, Wisconsin 






QRih 


i Aaaiversary : 
ae Sia toe eet. eee mee IUFACTURING QUALITY COMFORT EQUIPMENT 
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TITLE INSURANCE CORPORATION 810 Chestnut  MAin 1-0813 
ef St. Louis, MeCune Gill, President 10 South Central PArkview 7-813! 
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Over 1000 Intand H 


erected in Dayton project by Grant-Holladay Ce 


NORMAN 
GRANT 


GRANT-HOLLADAY say 
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A “must” for every builder! 


Just as Grant-Holladay was able to do in Dayton—and is now doing 
in other projects—so can you. 

Every project builder should know about Inland Homes. Inland 
Homes offers one of the most profitable programs for project build- 
ing. The Inland Homes program gives you: 
© A wide variety of exteriors 
© A complete package that is erected in less than a day 
© A completed and readily saleable home that has won consumer 

acceptance wherever erected 
It's a “must” for you to have our story. Write, wire or ‘phone today. 
Let us tell you how you can build better, sell easier, with Inland 
Homes. 






501 SO. COLLEGE ST., PIQUA, OHIO. PHONE 3880 P.O. BOX 915 
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Standard 
Equipment 








Title InsurancCe should be standard 
equipment on any loan you buy or make. Nothing else gives you the same 
title protection. This is important on any mortgage, and is particularly 
important on F.H.A. and G.I. loans. 

We know and understand the problems of the lender. Within the 
limits of sound underwriting, it is our policy to cooperate with the lender 
in every way to facilitate the making and sale of real estate mortgages. 
So if you know of the benefits of Title Insurance, make sure you know of 
the Minnesota Title Insurance Company. 

Call or write us direct, or contact one of our agents next time you 
have titles to insure. We will give satisfactory service, backed by a well- 
established, experienced company operating in 19 states. 


Jitte [nsurance Company 
OF MINNESOTA 


125 SOUTH Sth STREET + TELEPHONE Lincoln 8733 + MINNEAPOLIS 2, MINNESOTA 





Arkansas °* Florida * Georgia * (Kansas * Kentucky °* Louisiana * Minnesota 
Mississippi ° Missouri ° Montana ° Nebraska *  #$NorthDakota * Ohio 
South Carolina * SouthDakota * Tennessee * Utah * WestVirginia * Wyoming 
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PENSION FUNDS 
AND 


How Tury HAVE GRowN 


ANY mortgage bankers profess 

to see a turn coming in the 
efforts which have been underway to 
induce a greater appreciation of 
mortgages as investment on the part 
of the pension funds. The 1955 Pen- 
sion Fund Committee headed by Rob- 
ert E. Goldsby did some important 
work in this field; and the efforts will 
be continued. 

The funds are continuing their 
rapid growth—the fastest mounting 
capital accumulation in the country. 
All kinds of funds are expanding; and 
with people feeling as they do today 
about security, it’s a sure bet that the 
expansion of the funds will continue. 

The system of pension and retire- 
ment programs in effect today falls 
into three broad divisions—private, 
State and local combined, and the 


Federally-sponsored group. They dif- 
fer basically in certain important re- 
spects as regards their origin, opera- 
tions, and philosophy, especially those 
in the Federal category. However, 
they have two fundamentals in com- 
mon. 

The first is that the benefits in all 
the programs represent claims on fu- 
ture production. Right now these 
claims translated into benefits are rel- 
atively small because so many plans 
are in the build-up stage, but they are 
certain to grow greatly in the future. 
This means that the economy must 
continue to expand and productivity 
to increase. 

The second is that retirement bene- 
fits are essentially a promise of future 
buying power. Obviously continued 


stability of the dollar is of vital con- 


GROWTH OF PRIVATE PENSION FUNDS 





1952 


1951 





Combined reserves of insured plans and assets of noninsured funds, 
in billions of dollars. 





$21.0 
$18.1 





1953 


Prepared by Institute of Life Insurance 


1954 











SINGLE 
SOURCE 
SERVICE 


for 
Mortgagees 


Single Source Service provides 
comprehensive, year ‘round serv- 
ice to mortgagees. You deal with 
a national organization and get 
far more than the placing of 
permanent Construction 
loans, warehousing, canvassing of 
lending institutions, advice on 
producing more business — all 
this is part of Single Source 
Service. 








loans. 





For Full 


Information, Contact ) 
our Washington office 


FREDERICK W. BERENS 
SALES, INC. 


George DeFranceaux ¢* Hubert Kleinpeter 
Gerord J. Manack © Curt Mack 


1722 L STREET, NORTHWEST 
WASHINGTON, D. C. NA. 8-5000 


New York Regional Office: 
11 W 42nd St., Rm. 410 
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HEAD OFFICE: 


When it 


LOOKS 


like a good 
investment 























AWE mT 


However sound and profitable a real prop- 
erty investment appears, there is the ever 


present question of the status of the title. 


It has come to be accepted in both bank- 
ing and real estate circles that the title is 
good when insured by TG&T. The banker 
not only gets sound protection, but makes 


the loan with all the facts before him. 


TITLE GUARANTEE 
a and Trust Company 


176 BROADWAY, N. Y. 38 * WOrth 4-1000 


TITLE INSURANCE IN NEW YORK, NEW JERSEY, 


CONNECTICUT, MASSACHUSETTS, MAINE AND VERMONT 


Reinsurance facilities available through primary 
litle insurers in many other states 
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sequence to the increasing number of 
older persons as well as to the nation 
at large. 

Pension plans originating in busi- 
ness and industry, insured and non- 
insured, represent a major segment of 
the nation’s system of retirement pro- 
grams. These private plans are pri- 
marily the product of free negotiation 
and decision. 

Private pension and _ retirement 
plans, insured and non-insured com- 
bined, had assets of about $21 billion 
at the end of 1954, or more than a 
third of all the assets of the programs 
for which the figures are available. 
They covered approximately one out 
of every four workers excluding those 
in agriculture and on the public pay- 
roll, and they are growing at the rate 
of about $3 billion a year. 

The second broad type is composed 
of State and local retirement pro- 
grams, which in a number of ways are 
analogous to private plans in set-up 
and practice. In 1954, State and local 
programs combined had total assets 
approaching $9 billion, and are grow- 
ing at the rate of more than a billion 
dollars a year. Based on the most re- 
cent figures published, they cover 
about two out of every three persons 
of the nearly 5 million on State and 
local payrolls. 

Three programs sponsored by the 
Federal government represent the 
third division of the nation’s retire- 
ment system. These are Civil Service 
Retirement, covering the Federal civil- 
ian payroll; Railroad Retirement, 
whose coverage is implicit in its name; 
and the Old Age and Survivors’ pro- 
gram, which now covers the predom- 
inant part of the working population. 
These programs had a combined total 
of approximately $30 billions in assets 
last year. 

All three Federally-sponsored plans 
are the result of Congressional action. 
OASI and Railroad Retirement are 
further distinguished from other plans 
in that they are grounded in the gov- 
ernment’s taxing power to collect the 
funds to meet their obligations. Also 
under OASI, benefits are not neces- 
sarily related to total contributions in 
any individual case. 


In view of their size and rate of 
growth, funds of these magnitudes 
inevitably have major economic as 
well as social implications, particu- 
larly in view of the enormous de- 











... That's Miami International Air- 


BIG, Busy, Beautiful port, one of the nation’s busiest air- 


ports. Actually, Miami handles more 
: : import-export air cargo than all other 

nd Growing lik f 
a G OWN IRE MAD : U. S. Airports combined. Already 
there's $64,000,000 invested in 


Miami's 3,000-acre airport. Another 








* ™ hey w sisal . a , 
, . $20,000,000 is earmarked for a new 
‘ ' 7 passenger terminal and other im- 
ARE Ny EOIN 5 
provements. 






> pw 


v4 Li_ 
And that’s just a 


good beginning! 


Miami faces an important future 
due to the expansion of the neigh- 
boring Caribbean market—a poten- 
tial of 45,000,000 persons. (It’s 
cheaper to ship a product by air from 
Miami to Latin America than to 


use water freight from other export 


points. ) 


This facet of international commerce 
makes it advantageous to produce in 
Miami for the Latin American mar- 
ket. Miami's excellent air commerce 
facilities . . . its rapidly expanding 
and highly diversified industrial ac- 
tivity, offer an exceptional opportu- 
nity for safe and profitable invest- 


ment of mortgage funds. 


STOCKTON, WHATLEY, DAVIN & COMPANY 


Jacksonville °¢ Miami °¢ St. Petersburg . Pensacola ° Key West 


Ft. Lauderdale °® Orlando °¢ Ponte Vedra Beach 2 Tallahassee 
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mands for credit and investment funds 
in recent years to keep pace with the 
spectacular growth in production and 
jobs the country has enjoyed. Here, 
too, there are basic differences be- 
tween the funds. 

The private plans, and to an in- 
creasing extent those of State and 
local governments, have become an 
important source of capital and in- 
vestment funds for business and indus- 
try, and are thus contributing directly 
to the dynamism of the economy and 
to its future growth potentials. For ex- 
ample, while the reserves of insured 
pension funds are commingled with 
all life insurance assets, indications 
are that insured and _ non-insured 
funds combined had approximately 
$10 billion invested in corporate 
bonds at the end of 1954, or close to 
half their total assets. They also had 
nearly $3 billion in common and pre- 
ferred stocks, mostly held by the non- 
insured group, and about $3 billion in 
mortgages. 

In recent years, State and local re- 
tirement funds have put increasing 
emphasis on non-governmental secur- 


ities, and last year had more than $2 
billion of such investments, or just un- 
der a quarter of their combined assets. 
By contrast, U.S.-sponsored funds, 
rooted as they are in government de- 
cision and action, are 100 per cent in 
U.S. securities. 


FARM LOAN DEBT RISE 
LARGEST ON RECORD 


The big cloud in the economic sky 
is the drop in farm income which 
explains, partially anyway, a little 
noticed statistic recently disclosed: 
Farmers incurred more mortgage debt 
in the first six months of this year 
than in any similar period on record. 
The Farm Credit Administration re- 
ported farmers took out $1,312,000,- 
000 in mortgage loans during the first 
six months of 1955, compared with 
$1,017,000,000 in the same period of 
1954. The previous record for Janu- 
ary-June mortgage loans was $1,033,- 
000,000 in 1953. 

The drop in farm income is one 
reason for the increase. Many farm- 











THE 6 


SERVING THE NATION’S LEADING 


For Mortgage Servicing 
in 
Southern California 
it’s 


OLWELL COMPANY 


5856 Wilshire Boulevard, Los Angeles 36, California 


WeEbster 8-3511 


* 


INSTITUTIONAL LENDERS 


ers with dwindling earnings are shift- 
ing their short-term debt to longer- 
term financing secured by farmland 
and buildings. 

Another reason for the rise in mort- 
gage loans is that many producers, 
including those faced with govern- 
ment-imposed acreage cutbacks, are 
buying more land to make the most 
efficient use of their machinery. 

A recent Agriculture Department 
survey of the farm real estate picture 
noted an easing of lending policies, 
notably those of insurance companies 
and federal land banks, in the corn 
belt late last year. 

Farmers obtained 186,000 mortgage 
loans in the first half of this year, 
compared with 170,000 during the 
similar period in 1954. The average 
size of these loans climbed to $7,050 
apiece from $5,990 last year. 

Commercial banks accounted for 
the biggest part of the $1.3 billion of 
farm mortgage loans, 24 per cent. 
Individuals provided 23 per cent; in- 
surance companies, 22 per cent; fed- 
eral land banks, 20 per cent and 
miscellaneous lenders, 11 per cent. 
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HOW LIFE COMPANIES 
INVEST THEIR MONEY 


So far, mortgages have been the 
principal investment medium for the 
life companies this year—and it’s been 
a terrific investment year for these 
investors as well as for all other 
lenders. 

While new capital funds becoming 
available from life insurance accumu- 
lations totaled $4,461,000,000 in the 
first three quarters of this year, the ag- 
gregate funds made available for rein- 
vestment by the life companies, from 
amortizations, maturities, prepayments 
and sales of previously held invest- 
ments, totaled $9,288,000,000. 

Recent years have 
more rapid increase in reinvestment 
funds than in new capital. It requires 
a much broader investment job to 
keep the funds at work for the policy- 
holders. In the first nine months of 
this year, the new capital made avail- 
able from life insurance was $298,- 
000,000 more than a year ago, but 
the reinvestment funds were $1,036,- 


seen a much 


MORTGAGEES! 


in your area. 


OUSING 


SALES *« 





000,000 greater. Compared with five 
years ago, the new capital funds this 
year to date have been $1,371,000,000 
greater, but the reinvestment funds 
have been $4,052,000,000 greater. In 
the case of mortgages alone, the life 
companies now have more than 
$3,000,000,000 annually coming up 
for reinvestment from amortizations, 


prepayments and maturities. 
Mortgages topped the list of this 
year’s investment purchases with $4,- 
639,000,000, or $1,000,000,000 more 
than a year ago. Corporate securities 
accounted for $3,529,000,000 of this 
year’s new investments, about one- 
eighth less than last year. This year’s 
investments were as follows: 








Acquired -—— Holdings 
Sept. Sept. 9 Mos. 9 Mos. Sept. 30 Sept. 30 
1955 1955 1954 955 1954 
(000,000 Omitted) 
U.S. Government Securities....$ 580 $ 345 $ 4,465 $ 3,291 $9,129 $ 9,086 
Foreign Government Securities. . 14 11 87 136 1,063 1,231 
State, Cnty, Mun. Bonds (U.S.) 28 34 287 577 1,983 1,777 
Railroad Bonds (U.S.)........ 19 11 213 174 3,786 3,641 
Public Utility Bonds (U.S.).... 88 202 616 1,122 13,366 13,019 
Industrial & Misc. Bonds (U.S.) 326 291 2,339 2,088 16,858 15,661 
Stocks (U.S.): Preferred...... 5 10 113 244 1,720 1,668 
COE 6 be Seessacdaeee 7 11 179 175 1,142 939 
Foreign Corporate Securities... 6 7 69 157 1,251 1,233 
World Bank Bonds............ = ae 37 150 167 
Farm Mortgages: Vets. Admin. os > 1 1 21 22 
CE hn ccc cienscuseisate 28 25 392 311 2,204 1,994 
Non-Farm Mortgages: FHA.... 80 53 659 475 6,260 6,098 
Veterans Admin.......... 127 157 1,232 838 5,573 4,187 
eee 278 250 2,355 2,038 14,192 12,734 
Total Securities & Mortgages. .$1,586 $1,407 $13,007 $11,664 $78,698 $73,457 
Pe NS Fo cos ce cesens oh ie be es 9 12 
Other Real Estate.........00- 35 43 234 252 2,483 2,193 
a pe SEPT ee 53 56 508 499 3,260 3,049 
Secs saad Wi keeen se wha s olen és oe ae i 1,142 1,076 
CNR ts davecctvesans a ine feed > 2,937 2,577 
Re OS oaks vesneeans $1,674 $1,506 $13,749 $12,415 $88,529 $82,364 





New Outlets 
for yor Mortgages 


Despite tight money conditions we are still 
moving mortgages at the best going prices 
and uncovering new outlets for originators. 
Write today for our exclusive Survey 
and Analysis of veterans loans made 
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TITLES INSURED THROUGHOUT 43 STATES 
THE DISTRICT OF COLUMBIA, PUERTO RICO 
AND HAWAII 


NATIONAL TITLE DIVISION OFFICES 
Chicago New York 
BRANCH OFFICES IN 


Akron, O. Detroit, Mich. Norfolk, Va. 
Atianta, Ga. Flint, Mich. Pittsburgh, Pa. 
Auguste, Ga. Freehold, N. J. Pontiac, Mich. 
Birmingham, Ala. Grand Rapids, Mich. Richmond, Va. 
Camden, N. J. Macon, Ga Roonoke, Va. 
Cincinnati, O. Mariette, Ga. Sevennoh, Goa. 
Cleveland, O. Miami, Fic. Springfield, iil. 
Columbus, Go. Mount Clemens, Mich. Washington, D. C. 
Columbus, O. Nework, N. J. White Plains, N. Y. 
Dalles, Tex. New Orleans, Lo. Wilmington, Del. 
Dayton, O. Newport News, Va. Winston-Selem, N. C. 
Decatur, Go. New York, N. Y. Winter Hoven, Fila. 


REPRESENTED BY LOCAL TITLES COMPANIES 
IN MORE THAN 175 OTHER CITIES 
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Distinct 


Differs 


The stately setter and the chipper chihuahua are 
vastly different breeds of dogs. 


There are distinct differences between insur- 
ance companies, too—material differences in 
strength, protection, service, reputation. 


Lawyers Title has no equal in the national 
title insurance field. It is outstanding in amount 
and character of assets for the protection of 
policyholders. 


A Lawyers Title policy is the best known—the 
most often requested—the most often accepted 
title insurance policy in America. 


Comparison is invited. A financial 
statement and a directory of branch 
offices and affiliated local title com- 
panies will be furnished upon request. 


lawyers Title 


Insurance (orporation 


Home Oftice ~ Richmond .Virginia 

















“Mortgage Banker 


The Mortgage Market 


Today and Tomorrow 


By Miles L. Colean 


The mortgage industry never had it so good as it has been this year— 
but what about tomorrow? That’s what mortgage lenders and investors 
were eagerly seeking to learn at the Los Angeles Convention. Money is tight, 
and for the mortgage banker the consequences of the restrictions on credit 
will be even more apparent after the turn of the year. All of the factors 
and the influences which have combined to create the situation as we see it 
today are analyzed by Mr. Colean in an appraisal of what is likely ahead. 


HE mortgage market is said to 

be in trouble. Bank loans for 
carrying a mortgage account are hard 
—some would say impossible—to get. 
Mortgage companies, caught with 
loans for which no 
permanent financ- 
ing had been ar- 
ranged, are having 
to pay painful dis- 
counts to portfolio 
lenders. Some sav- 
ings institutions 
have had to sell 
mortgages in or- 
der to get funds 
to meet commit- 
ments. Down payments and maturi- 
ties being asked by lenders are much 
tougher than required by the regula- 
tions. Construction money is scarce. 
Advance commitments for next year’s 
building are as scarce as trees on Park 
Avenue. Uncertainty clouds the fu- 
ture and builders are filled with 
apprehension. 

All this certainly looks like trouble. 
But it is a peculiar sort of trouble. It 
is the sort of trouble that can come 
only to a richly fed—perhaps an over- 





Miles L. Colean 


fed—market. It is a kind of mone- 
tary heartburn that results from 
forced feeding of long-term loans tem- 
porarily beyond the absorptive capac- 
ity of long-term savings. We are going 
through a period of digestion, and 
there isn’t anything to do but go 
through with it, although at this time 
a little economic bicarbonate of soda 
would be admittedly welcome. 

The mortgage market has never 
had such a lush year as this one. It 
is a year that has had to be lived 
through to be believed. Certainly, as 
we approached its threshold 11 
months ago, no one that I know of 
predicted so rapid or so fulsome an 
advance as we have experienced. Here 
are just a few of the aspects of this 
expansion that bear on the mortgage 
situation. 

Although the number of new 
houses started will be a little short of 
the record, it will, at about 1.3 mil- 
lion, be a good second best, and the 
dollar volume spent in getting it 
built, at around $14.6 billion, will be 
the highest ever. New private con- 
struction of all types will be at an all- 
time high: $29.5 billion, or 14 per 


cent more than in 1954. Public con- 
struction will also top previous rec- 
ords, the whole coming close to $42 
billion. 

Mortgage recordings are running 
34 per cent above last year. Record- 
ings in August were at an all-time 
high for any month; and the year will 
probably ring up a total close to $30 
billion. Life insurance company in- 
vestment of all kinds was more than 
10 per cent ahead of 1954 for the first 
8 months. Their non-farm mortgage 
acquisitions, at $3.8 billion so far, 
were 30 per cent ahead. Savings and 
loan associations have put $8 billion 
into mortgages during the first 8 
months—a 42 per cent increase over 
last year. The amount of increase in 
mutual savings bank mortgage hold- 
ings is almost 25 per cent greater this 
year than last. 

This has certainly been an impres- 
sive year. From the point of view of 
those who have the responsibility of 
keeping the economy on more or less 
an even keel, it has been a little too 
impressive. Their concern was not 
only with the exuberance of the mort- 
gage market but with the stock mar- 
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ket and consumer credit situations as 
well; and, as bank credit rapidly ex- 
panded in support of these markets 
and the prices of industrial commodi- 
ties and, particularly, building mate- 
rials and construction costs began to 
turn upward, some restraining actions 
were considered to be in order. 

A long series of actions, mainly by 
the Treasury or the Federal Reserve, 
followed—all aimed at bringing in- 
vestment, whether by business or con- 
sumers, more closely in line with the 
current availability of savings. I shall 
not go into these in detail here nor 
attempt to explore their impacts be- 
yond the area of our immediate inter- 
est. It is enough to say that the 
effects have been as severe—and I am 
inclined to say more severe—on the 
mortgage sector than on any other. 

The reason for this is that, by an 
unusually heavy resort to bank credit, 
the mortgage market had made itself 
unusually vulnerable to shifts in mon- 
etary policy. During the latter part 
of 1954 and the first half of 1955, life 
insurance companies, mutual savings 
banks and savings and loan associa- 
tions all found the demands for mort- 
gages stronger than they could cope 
with with their own funds. To meet 
the gap between the business that was 
available and the business they could 
do with their own money, many of 
these institutions, by one device or an- 
other, supplemented their internal re- 
sources with funds borrowed from the 
commercial banking system. Under 
the general term “warehousing,” we 
had insurance companies and savings 
banks either selling loans to the banks 
under a buy-back agreement or mak- 
ing commitments well in advance to 
their mortgage loan correspondents 
who in turn borrowed from the banks 
until the loans were taken up by their 
principals. We had savings and loan 
associations greatly expanding their 
mortgage activity by increasing their 
borrowings from the Home Loan 
Banks. Finally, a number of mortgage 
companies borrowed from the com- 
mercial banks without having com- 
mitments from permanent investors. 


By late summer, the total amount 
of short-term funds in the mortgage 
market was close to $2.6 billion. The 
increase in the volume of short-term 
credit over the amount outstanding 
at the same time a year ago was about 
$1.3 billion, or around 4.5 per cent of 


the probable total amount of mort- 
gage lending to be done during the 
present year. In addition, commit- 
ments for another $1.26 billion of 
warehousing loans remained available. 














by considerable discomfort not only 
to mortgage companies but also to 
savings institutions that faced a prob- 
lem of validating outstanding com- 
mitments. 





“It cannot be contemplated that 1956 will start off with 
quite the buoyancy of the early months of 1955, any 
more than it can be expected that credit in early 1956 
will be as loose as it was in early 1955. By compari- 
son, credit will still be tight. But a more orderly flow 
of funds should have been restored, advance commit- 
ments should again be available, and builders should = 
be able to proceed with confidence, though perhaps : 
not with exuberance. Next year is certain to be an- 
other good year for both builders and mortgage men. 





. . . House-building may not reach the same level it 
will come to in 1955; but neither is it likely to fall 
short of this very satisfactory performance.” 








The process of tightening up credit 
began to be felt by late spring with 
mounting discounts on guaranteed 
loans and increasing reluctance of 
lenders to make further commitments 
on the super-liberal terms then per- 
missible. A sharp drop in the number 
of requests for VA appraisals on pro- 
posed homes occurred in June. How- 
ever, the volume of loans already 
committed on was so high that, even 
today, 44 per cent of all VA loans 
being closed still have maturities of 
over 25 years and 40 per cent have 
no down payment. 

To sharpen the impact, three other 
actions were taken, only one of which 
could be considered administration 
policy in the highest sense. This was 
the instruction to the HHFA and 
Veterans Administration to de-liberal- 
ize their terms—a move which, be- 
cause of the tightening of credit that 
had previously taken place and the 
large volumes of outstanding commit- 
ments, had little separate immediate 
meaning. The other two—made ap- 
parently independently and without 
prior discussion or approval—threat- 
ened to have plenty of meaning for 
both the present and the future. 

First, the President of the Federal 
Reserve Bank of New York made 
what was widely interpreted as a 
strong admonition against further ex- 
tensions of credit for warehousing 
purposes. A great aridity in the short- 
term market followed, accompanied 
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Second, the Chairman of the Home 
Loan Bank Board indicated that fur- 
ther advances from the Home Loan 
Banks for the purpose of expanding 
loan activity would not be available. 
There was at least the inference that 
outstanding advances should be cur- 
tailed. In September, when the Sys- 
tem claimed a need for over $300 mil- 
lion to meet commitments, only $75 
million was supplied. Some member 
institutions became so pressed as to 
be forced to sell government bonds or 
mortgages to meet current obligations, 
an action which further depressed an 
already heavily discounted market. 


More recently, however, the indi- 
cations are that the rigors may be to 
some degree softened. The President 
of the New York Federal Reserve 
Bank, in a letter to Congressman 
Rains of the House Banking and Cur- 
rency Committee, endeavored to clar- 
ify his position. “My cautionary talks 
with some of the commercial banks in 
this community,” he wrote, “related 
to possible abuses in the use of bank 
credit under the general caption of 
‘warehousing mortgages,’ not to the 
appropriate and customary uses of 
bank credit in financing the home- 
building industry.” The “abuses” ap- 
parently are to be defined as “an ex- 
traordinary diversion of bank credit 
into the mortgage market as a substi- 
tute for savings.” The customary uses, 
against which no complaint is made, 
seem to be those for construction pur- 
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poses, for the accommodation of 
mortgage lenders in facilitating the 
closing and delivery of mortgages, and 
for helping institutions out of a 
liquidity squeeze. 

Adopting a parallel line, the Home 
Loan Bank System, by raising a total 
of $440 million of new money for its 
members in October and November, 
makes clear that it will at least ease 
the institutions out of their present 
predicament. The completion of ar- 
rangements for a $250 million ware- 
housing operation on behalf of New 
York State savings banks— initiated 
about the time of the Federal Reserve 
admonition — will serve a similar 
purpose. 

Finally, the Federal National Mort- 
gage Association has announced that 
it is temporarily abandoning its liqui- 
dation operation in order not to com- 
pete with industry for institutional 
funds. It is, moreover, understood 
that FNMA will soon go into the 
short-term market with a debenture 
issue for the purpose of providing 
money for hard-pressed builders and 
mortgage companies. 

These moves should serve to pre- 
vent the monetary brakes from freeze 
ing. They should materially help 
along the process of digesting this 
year’s extraordinary volume of activ- 
ity and hence bring closer the time 
when the savings institutions will have 
a more eager interest in the future 
and builders may confidently firm 
their plans for 1956. The question is, 
will the time be brought close enough 
to prevent a serious down turn in 
housebuilding next year? The ques- 
tion is certainly a debatable one; and 
I do not doubt that it is being gravely 
debated in high places. 

The policy decisions that are made 
during the remainder of this year will 
be crucial. If it is concluded that the 
general health of the economy de- 
mands further astringent treatment, 
the shrinkage is more likely to occur 
in housebuilding than in any other 
kinds of construction, or in other 
areas of the economy, which either 
are not so dependent on credit or are 
more readily able to pay a high price 
for money. If, on the other hand, the 
conclusion is that restraint has gone 
far enough, then, whether the mone- 
tary policy becomes neutral or in- 
dulges in even slight ease, it should 
be possible for the mortgage and 


building interests to adapt themselves 
sufficiently rapidly to a changing at- 
mosphere to get the next building 
season off to a fairly good start. 

The tip-off may come from what 
the Federal Reserve Banks do or do 
not do about their discount rates 
within the next few weeks. When, a 
short time ago, the discount on Treas- 
ury bills went higher than the Reserve 
Banks’ own discount rates, the situa- 
tion would ordinarily be set for a 
boost in rate. While such an action 
might not always mark a critical point 
in policy, at this time a raise in the 
Reserve discount rate would certainly 
suggest that the period of restriction 
was to be further prolonged.* 

In any case—irrespective of future 
monetary policy—the mortgage mar- 
ket is certain to have at least as large 
a volume of funds at its disposal in 
1956 as in 1955, and the prospect is 
that it will be greater. The increased 
growth in the life insurance and sav- 
ings and loan areas alone—even as- 





than this. Moreover, more families 
should have funds for higher down 
payments and higher monthly charges 
than appeared to be the case in early 
1955 when house-building was riding 
the easy money wave. 

Added to all this is the probability 
that no further restraining credit ac- 
tion will be taken during the re- 
mainder of the year. It is also pos- 
sible that, in the final analysis, such 
actions as have been taken to date 
may prove to have been less inhibitive 
than they are now widely considered 
to be. On sober reflection, it should 
be obvious that no responsible author- 
ity desires to end economic expansion, 
nor to do more than to prevent ex- 
pansion from becoming outright 
inflation. 

The mortgage market is not to be 
wholly deprived of short-term funds, 
despite the common misinterpretation 
of Federal Reserve policy. The bank- 
ing system can be counted upon to 
provide the funds needed to honor 




















lending.” 








suming no increase in rate of growth 
over that from 1953 to 1954 and from 
1954 to 1955—should be more than 
enough to make up for any probable 
reduction in the amount of short- 
term funds available for mortgages. 


The large increases in disposable 
income that have occurred during 
1955, the prospect of further wage 
increase in 1956, and the virtual cer- 
tainty of a cut next year in the fed- 
eral personal income tax, should re- 
sult in the accumulation of savings in 
considerably larger volume next year 


*Since the above was written, the discount rate 
has gone to 24% per cent, highest in 20 years.—Ed. 


“Irrespective of future monetary policy—the mort- 
gage market is certain to have at least as large a 
volume of funds at its disposal in 1956 as in 1955, 
and the prospect is that it will be greater. The in- 
creased growth in the life insurance and savings and 
loan areas alone—even assuming no increase in rate 
of growth over that from 1953 to 1954 and from 
1954 to 1955—should be more than enough to make 
up for any probable reduction in the amount of short- 
term funds available for the expansion of mortgage 
















outstanding commitments and to pre- 
vent mortgage lending institutions 
from suffering any serious liquidity 
squeeze; and such provision seems to 
be currently being made. 

What we are in is one of those 
periods of credit readjustment that a 
free market must be expected to en- 
counter from time to time. It should 
be generally agreed that a long-term 
investment market cannot safely ex- 
pand indefinitely on the basis of short- 
term credit, and that some realign- 
ment with the actual accumulation of 
savings needs to be made. The occa- 
sion for this realignment has been 

(Continued on page 59) 
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What Can We Expect in 1956 


RE mortgage loan rates likely to 
move into higher ground during 

1956, or have we already experienced 
as much of a strengthening as can be 
expected over the near term future? 


The housing market is importantly 
affected by what is happening to busi- 
ness in general. It has been pointed 
out, over and over again, that al- 
though family formation is extremely 
important in estimating the volume of 
new residential construction, it is 
equally important to know how much 
money people have to spend on 
homes. In other words, the housing 
market is not an economy all of its 
own—it is a part of the overall econ- 
omy. It reflects the prosperity or de- 
pression of the overall economy, and 
of course contributes its own share to 
that prosperity or depression. 


Just as activity in the housing mar- 
ket is tied closely to activity in other 
parts of the econ- 
omy, so the vol- 
ume of funds 
demanded or sup- 
plied in the mort- 
gage loan market 
is partly a reflec- 
tion of what is 
happening in the 
government secur- 
ities market, in 
the corporate bond 
market, and in all the other money 
and capital markets of the country. 
There is really only one tremendous 
market for money in the United 
States, and all borrowing and lending 
is tied into and affected by the per- 
formance of this overall market. 





G. W. McKinley 


It is true, of course, that this over- 
all capital market is made up of many 
sub-markets, which have important 
and unique characteristics. The sub- 
markets differ from each other accord- 
ing to the term of loans, according to 
the security offered for the loans, ac- 
cording to the size of the loans, ac- 
cording to the geographic area in 
which the loans are made, and ac- 
cording to a host of legal, traditional 
and other differences. 


Some lenders operate in only one 
of these sub-markets. Some savings 
and loan associations, for instance, are 
limited by law in the geographic area 
in which they can make loans. These 
associations operate in a very narrow 
sub-market which is not only limited 
to the geographic area in which the 
association is situated, but ts also lim- 
ited to one broad type of loans—that 
is, to mortgage loans. Apart from in- 
vestment in government securities, 
these associations have no alternative 
outlet for their funds beyond the local 
mortgage market. 

Most lending institutions, however, 
are not so narrowly limited. Com- 
mercial banks and life insurance com- 
panies, for example, have a wide 
variety of possible outlets for their 
loanable funds. By this, I do not 
mean to imply that these latter insti- 
tutions are not strictly regulated. 
They are. But within the limits im- 
posed by law, by regulation and by 
custom, they nevertheless can invest 
in a wide variety of sub-markets, and 
can move their funds from one of 
these sub-markets to another. It is 
this fluidity of funds, moving between 
sub-markets in response to yield, risk 
and cost differentials, which ties all 
the sub-markets into one single money 
and capital market. Although inter- 
est rates differ between the sub- 
markets and even within the same 
sub-market, all interest rates are 
nevertheless tied to each other by the 
possibility of a flow of funds from one 
market to another. 

Now, while interest rates generally 
move in the same direction, some are 
more sensitive and flexible than 
others. Probably the most sensitive 
rate in the United States is the fed- 
eral funds rate, which often fluctuates 
violently from close to zero up to the 
Federal Reserve Bank discount rate. 
Next in line of sensitivity comes the 
Treasury bill rate. And after that the 
rates on all government securities. 
Still less sensitive, but nevertheless 
quite flexible, are the rate on bankers 
acceptances, corporate bonds and 
commercial paper. 
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As we begin to move away from 
these sensitive rates, we come to the 
sticky, slow-moving end of the rate 
spectrum. Here we find the mortgage 
loan rate, the published prime com- 
mercial bank rate and, finally, per- 
haps stickiest of all, the consumer loan 
rate. 


When an over-all movement in in- 
terest rates begins, the action is of 
course first reflected in the sensitive 
end of the spectrum. The yields on 
federal funds, Treasury bills and other 
government securities will perhaps be- 
gin to move upward. More slowly 
will follow bankers acceptance, cor- 
porate bond, and commercial paper 
rates. If the movement continues long 
enough, changes will finally occur in 
mortgage loan rates, and the prime 
commercial bank rate. Only a very 
long and wide movement in the rest 
of the market will cause a change in 
consumer loan rates. 


There can be many movements in 
the flexible rates which are never re- 
flected at all in the sticky rates. We 
frequently have government securities 
moving up and down with no appar- 
ent effect on mortgage loan rates. 
This is because the movement is not 
continued long enough and is not 
drastic enough to work its way into 
the sticky part of the spectrum. But if 
the flexible rate movement is persis- 
tent, we can be sure that eventually 
the slow-moving rates will follow suit. 


This sequence in the movement of 
rates has been well demonstrated over 
the past year. The Treasury bill rate 
reached bottom just before the middle 
of 1954, and has shown a steady rise 
since then. Other government security 
rates started their rise very soon after 
the bill rate, about the middle of 
1954. Corporate rates began to move 
upward a few weeks later. Prime 
commercial paper rates were not 
raised until the beginning of 1955. 
Mortgage loan rates did not begin to 
move upward until the Spring of 
1955, and the published prime com- 
mercial loan rate was raised only 
after the middle of the year. I rec- 
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For Mortgage Interest Rates 


By DR. GORDON W. McKINLEY 





ognize that rates—particularly pub- 
lished rates—do not tell the whole 
story; but it is nevertheless quite 
clear that the diverse money and cap- 
ital markets responded with widely 
differing sensitivity to the over-all 
movement to a tighter money situa- 
tion. 

What I have been demonstrating 
thus far is that all interest rates in the 
United States are related to each 
other, so that movements in one part 
of the total money market will sooner 
or later be transmitted to all other 
parts. Because of this inter-relation- 
ship of all interest rates and all money 
and capital markets, we cannot reach 
a reasonable conclusion as to the 
probable movement of mortgage loan 
rates in 1956 unless we first inquire 
into what is likely to happen to the 
total money and capital market. 
And what is likely to happen to the 
total capital market depends, in turn, 
on what is likely to happen to over- 
all business activity. The first step in 
solving this problem is to estimate the 
general business atmosphere in which 
we are likely to find ourselves operat- 
ing in 1956. 

I believe that 1956 will be a record 
business year, with a gross national 
product well above $400 billion. Al- 


At this stage of the development of the mortgage 
business, a crystal ball would be wonderful—if it 
could assist us in determining what the trend of 
money rates is going to be in 1956. But, as Dr. 
McKinley says, it is difficult to second-guess what 
the Federal Reserve is going to do. He does the 
next best thing here and scrutinizes every influence that has a bearing on the trend of 
mortgage rates. His conclusions aren’t exactly the same as those of certain other respected 
observers looking into the prospects for 1956—among them Miles L. Colean in this 
issue. Money will continue tight, he says; rates won’t decline because the rates which 
govern mortgage rates are not likely to decline, and funds entering the market may 
not be quite as large as they were in 1955. Dr. McKinley is director of economic 
research for The Prudential Insurance Company of America. 


though we have experienced, in the 
last few months, some leveling off in 
a number of important business in- 
dexes, it is my opinion that these are 
temporary adjustments, more in the 
nature of minor hesitations in the 
course of the boom, and that they do 
not signal the beginning of a business 
downturn. I expect the total of fed- 
eral, state and local government pur- 
chases to be higher in 1956 than it 
has been in 1955. Business capital 
expenditures will also be up. Inven- 
tory spending will continue at about 
its present rate. Consumers, aided by 
a reduction in the income tax rate, 
are likely to increase their purchases 
as much as $12 billion over the 1955 
level. Summing up these different 
spending segments, it seems to me 
fairly certain that our free enterprise 
system will establish still another rec- 
ord next year. 


From this forecast of general busi- 
ness activity we can draw two con- 
clusions which are important for the 
future of mortgage loan rates. The 
first conclusion has to do with the 
over-all demand for funds—and the 
overall volume of savings—which can 
be expected to enter the money and 
capital markets in 1956. The second 
conelusion has to do with the action 


which the Federal Reserve is likely to 
take under the conditions which it 
will face in 1956. 

In the years since the end of World 
War II, the total demand for funds 
in the United States has grown tre- 
mendously. In 1946, the economy 
used about $13 billion in net new 
funds; by 1955, the demand for new 
funds had grown to over $44 billion. 
This growth has not been uniform 
from year to year. In some years, such 
as 1950, demand rose a full $10 bil- 
lion; in other years such as 1954, 
there was no increase at all. In gen- 
eral, there has been a fairly close re- 
lationship between the volume of net 
new funds demanded and the volume 
of total business activity. 

While the demand for funds has 
been growing, so has the supply. Sav- 
ings — particularly savings invested 
through financial institutions — have 
surged ahead very rapidly and have 
gone a long way toward meeting the 
tremendous capital needs of the econ- 
omy. While a good portion of the 
need for funds has thus been supplied 
by corporate and individual savings, 
the demand for funds is not always 
exactly equal to the supply of savings. 
We have had periods in our history 
when savings exceeded the demand 
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for funds. These periods have, how- 
ever, been the exception. In most 
years, there is a tendency in our grow- 
ing and expanding economy for the 
demand for funds to exceed the vol- 
ume of savings. This deficit in the 
supply of savings can be supplied 
through the creation of new money 
by the commercial banks and, behind 
the commercial banks, through the 
creation of money by the Federal Re- 
serve Banks. 

It is interesting to note the varia- 
tions in the total supply of loanable 
funds which have in the past come 
from savings on the one hand, and 
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from bank creation of money on the 
other hand. In 1950, of a total supply 
of about $28 billion, only two-thirds 
came from savings, the remaining 
one-third being created through the 
banks. In 1953 almost the entire $32.6 
billion of new funds was supplied by 
savings, the banking system creating 
less than one per cent of the needed 
funds. 

Now, what is likely to happen to 
the over-all demand for funds during 
1956, and how well will this demand 
be supplied by savings alone? I have 
referred to the exceedingly prosperous 
business conditions which I believe 
can be expected in 1956. On the 
basis of this volume of business activ- 
ity, I estimate that the net new funds 
needed by the economy will be as 
great as they have been in the present 
tremendous expansion year. This 
would mean that demand for new 
funds in 1956 would total over $44 
billion. Savings next year will of 
course rise; but even with this in- 
crease savings will total only about 
$36 billion. There will thus be a 


“The volume of funds entering the mortgage 
market in 1956 will probably be held down 
to, and perhaps slightly below, the volume 
offered in this particular market in 1955. With 
demand equal to this year, and a supply of 
funds no greater and perhaps less than this 
year, mortgage loan rates in 1956 will continue 
firm, and will probably average higher than 





need for the commercial banks to 
create something like $8 billion of 
new money in 1956. 

This brings me to the second con- 
clusion which can be drawn from my 
forecast of high business activity in 
1956. Faced with an economy geared 
up to a very high level of business ac- 
tivity, and a demand for funds ex- 
ceeding the supply of savings, will the 
Federal Reserve permit the expansion 
in bank loans and investments which 
I have indicated will be necessary if 
the expected demand for funds in 
1956 is to be met? 


Free reserves of the commercial 
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banks are now in the negative cate- 
gory. That is, the banks as a whole 
are in debt to the Federal Reserve by 
an amount exceeding their excess re- 
serves. It is obvious that the banks 
cannot increase their loans and in- 
vestments unless the Federal Reserve 
is willing to provide them with the 
necessary reserves. If the Federal Re- 
serve does make enough reserves 
available to permit the commercial 
banks to make up the expected de- 
ficiency in savings next year, then in- 
terest rates could be expected to re- 
main at about the present level. If, 
on the other hand, the Federal Re- 
serve continues to allow only a very 
small rise in reserves, the market will 
get tighter and interest rates will rise. 

It is difficult to second-guess what 
the Federal Reserve is going to do— 
particularly to guess what they will do 
a year from now. It seems reasonable 
to me, however, to believe that the 
Federal Reserve will continue to ex- 
ercise a restraining hand on bank 
credit extension. The rise in business 
activity which I think is likely next 
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year will strain the productive capa- 
bilities of the economy. As a result, 
there will be considerable upward 
pressure on consumer prices. In a 
situation like this—with business ac- 
tivity at capacity and prices moving 
upward—The Federal Reserve is al- 
most sure to limit quite severely the 
amount of credit available to the 
commercial banks. My estimate is 
that the money and capital market as 
a whole next year will be tighter than 
it is at present, and that interest rates 
as a whole will be higher than they 
are now. (Prediction has been con- 
firmed by announcement of higher 
discount rate —Ed.) 


Will mortgage loan rates show the 
same trend as most other interest 
rates? I believe that housing starts 
will show some decline in 1956, pos- 
sibly falling to around 1,100,000 from 
the present rate of 1,300,000. Al- 
though part of this decline will be the 
result of actions by federal agencies 
to limit the amount of credit going 
into this market, I should like to em- 
phasize that some fall in the rate of 
housing starts was to be expected 
without intervention by government. 


Early this year we heard a great 
deal of talk, from government as well 
as private sources, to the effect that 
the then-existing rate of housing starts 
was not too high and that the coun- 
try could easily absorb 1.5 million new 
homes annually over the next few 
years. More recently several govern- 
ment agencies have revised their views 
on this subject substantially. A num- 
ber of steps have been taken to reduce 
the volume of credit extended to 
home buyers, and there .is consider- 
ably less talk about the desirability of 
a 1.5 million housing start rate. Even 
though I am not at all enthusiastic 
about the government’s attempts at 
selective control of mortgage credit, I 
am happy to see a revision in what I 
felt were unrealistic views regarding 
the country’s housing potential. I do 
not believe that the building industry, 
the mortgage lending industry, or the 
economy as a whole, is served by an 
over-estimation of effective housing 
demand. I believe that the country 
can support a million housing units a 
year until 1958 or 1959, and some- 
what more thereafter. If housing 
starts drift off gently over the coming 
year to around the million housing 
start level we will have accomplished 








with unusual success the transition to 
a rate which can be maintained for 
some years to come. 

Even though housing starts should 
decline from the present level of 
1,300,000 to 1,100,000 in 1956, this 
does not mean that the demand for 
mortgage loans will decline. The rate 
of housing starts at present is below 
what it was in 1950, yet the net in- 
crease in mortgage loans outstanding 
this year will probably be 70 per cent 
greater than in 1950. In 1956, despite 
a decline in new residential construc- 
tion, the expected rise in the average 
price of new homes built plus the 
steady rise in the need for funds to 
finance the sale of existing homes will 
probably result in a demand for mort- 
gage money about equal to this year’s 
demand. 

Moving to the other side of the 
market, what about the supply of 
mortgage loan funds in 1956? The 
volume of savings lodged with com- 
mercial banks, life insurance compa- 
nies, mutual savings banks, savings 
and loan associations and other insti- 
tutions which supply funds to the 
mortgage market will be substantially 
larger in 1956 than it has been this 
year. With a demand for mortgage 
loans about equal to this year, and a 
potential supply of mortgage loan 
funds substantially greater than this 
year, one would at first glance con- 
clude that the mortgage loan market 
would ease and rates would tend to 
decline. But there are at least three 
factors which I believe will prevent 
this easing. 

>> First, the over-all money and 
capital market will be fairly tight next 
year. There will therefore be attrac- 
tive alternatives to mortgage loan in- 
vestment. Those institutions which 
traditionally operate in more than one 
capital market — notably commercial 
banks and life insurance companies— 
will thus be able to shift funds out of 
the mortgage market at the slightest 
sign of relative weakness in mortgage 
rates. This desirable fluidity between 
markets will maintain the balance of 
funds in the different markets and 
cause all rates to move roughly 
together. 


>> Second, since mortgage loan 
rates are relatively slow moving, they 
would not, in any event, turn down 
until some time after the sensitive 
rates, such as the government security 


and corporate bond rates, had turned 
down. I do not expect any downturn 
in the sensitive rates during 19565. 


>? Finally, even though savings en- 
tering the mortgage loan market will 
be higher in 1956, the total volume of 
funds entering that market will not 
be larger than in 1955 and may even 
be smaller. During 1955, the normal 
flow of savings into the mortgage 
market has been supplemented by an 
extra flow of funds coming from what 
might be called reserve pools. In the 
case of savings and loan associations, 
borrowings at the Federal Home Loan 
Banks have supplemented the volume 
of new savings. In the case of life in- 
surance companies, savings and loan 
associations, mutual savings banks and 


uation we must be concerned, how- 
ever, not with what we would have 
liked the monetary authorities to do, 
but with what they have done and 
probably will do. The fact is that 
various government agencies have re- 
cently taken actions directed specifi- 
cally against the flow of funds into the 
mortgage loan market. Since these 
actions are not likely soon to be re- 
versed, we must conclude that the 
volume of funds entering the mort- 
gage market in 1956 will probably be 
held down to, and perhaps slightly 
below, the volume offered in this par- 
ticular market in 1955. With demand 
equal to this year, and a supply of 
funds no greater and perhaps less 
than this year, my conclusion is that 








“Since mortgage loan rates are relatively slow 












other lenders, resort to warehousing 
agreements has added to the available 
supply of mortgage loan funds. And 
the commercial banks themselves have 
put more funds directly into this mar- 
ket during 1955 than they are likely 
to do in 1956. 


I think this extra flow of funds into 
a particular capital market during a 
period of unusual demand has been 
a good thing. It is only as we main- 
tain the fluidity and inter-connection 
of the various sub-capital markets 
that we can expect capital to move to 
those areas where it is most needed. 
If credit is to be restrained, I would 
like to see it restrained through gen- 
eral credit controls which limit the 
over-all volume of funds and do not 
attempt to prevent the free flow from 
one capital market to another. 


In thinking about the practical sit- 





moving, they would not, in any event, turn 
down until some time after the sensitive rates, 
such as the government security and corporate 
bond rates, had turned down. I do not expect 


any downturn in the sensitive rates during 1956.” 


mortgage loan rates in 1956 will con- 
tinue firm, and will probably average 
higher than in 1955. 

As given at the Convention of the 
New Jersey Bankers Association. 


>> DODGE LOOKS TO 1956: Fur- 
ther construction gains can be ex- 
pected next year, though at a less 
spectacular rate than has been 
evident in 1955. Non-residential 
construction volume will increase 
sufficiently to offset an anticipated 
moderate decline in housing activity. 

An overall gain of 3 per cent over 
1955, as compared with this year’s 
expected 23 per cent gain over 1954, 
can be anticipated. The 1956 total 
will be about $25,155,000,000; if at- 
tained, this total will constitute the 
eleventh consecutive year of construc- 
tion volume increase. 
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Some Things for Mortgage 
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At MBA’s Los Angeles Convention, James H. Magee addressed the meeting on 
What Mortgages Will Continue in High Favor with Institutional Investors 


and later participated in a panel discussion which had for its subject the 
Conventional Loan and its future in mortgage lending. Mr. Magee’s 
talk stimulated a good deal of comment and is being published here 


in complete text. One reason for the interest it aroused was the 


philosophy which it contained—a good deal of straight thinking and 
clear reasoning about the lending era we are living through today, the 
need for sane judgment and—as much as most of us would prefer to avoid 


the subject—the possibility that these days may not continue forever and an- 








other day can bring us new and different problems which we would be wise to 





prepare for now. The wisdom in his conclusions will be apparent to all lenders. 
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and property acquisitions could pro- 
vide a real test of their efficacy, and 
such periods are sure to demonstrate 
forcibly and quickly who are the men 
and who are the boys in our business. 
The inescapable premise that good 
times will not continue without at 
least an occasional interruption or set- 
back may be distasteful but it is re- 
alistic. We cannot and should not ig- 
nore the historical record of business 
cycles, nor should we disregard the 
tendency of our human brethren to 
act impulsively and often unreason- 
ably in times of economic stress. Hu- 
man nature changes but little with 
the passage of time and we may ex- 
pect much the same public reaction in 
the future as in the past when prices 
of real estate declined sharply and 
foreclosures were on the increase. 

If you doubt these conclusions, read 
some of the writings of the early 
Greek philosophers and marvel how 
closely the reasoning of people who 
lived 500 years before the beginning 
of the Christian era follows our 
present-day thinking. Actually, there 
seems to be nothing fundamentally 
new—atom bombs or George Gobel 
notwithstanding — only the recasting 
and redressing of theories which have 
existed during our civilized existence. 
Also, we should not forget that the in- 
ventor of the double-entry bookkeep- 
ing system was only emphasizing that 
for every credit there is a debit, for 
every joy a sorrow, and vice versa; 
and so it may be with some of our 
new expense and labor-saving devices. 


We may gain but simultaneously we 
may lose a measure of protection or 
eliminate a procedure that has been 
proved to be valuable for our guid- 
ance in the past. 


No Yearning for Yesterday 


My hesitancy in accepting new pro- 
cedures as a positive preventive of 
delinquencies that might ripen into 
serious difficulties is not an indication 
that I would prefer to revert to for- 
mer ways and re-adopt the loan pat- 
tern of semi-annual or annual collec- 
tions or eliminate FHA insurance or 
VA guaranty as a measure of protec- 
tion of loans of high ratio to the value 
of securities pledged. I do not belong 
in the ranks of those who yearn for 
the “good old days.” 

I prefer the present to the past; 
and to illustrate, let me recall a re- 
cent incident. An associate whose 
service in my company parallels my 
own in length of years, met me and 
commented on the economic features 
of the present and the past and, for 
my benefit, contrasted some of the 
costs of clothing and food and other 
living expenses when we were office 
boys with those of today, ending with 
the statement, “This country has seen 
the best days it will ever have.” 

I could not resist asking these ques- 
tions: “Do you remember the one 
suit of clothes we had for week-day 
wear, the same weight of material for 
summer as for winter, to be discarded 
only when our Sunday suit became 


shabby? The single pair of shoes laced 
to above the ankles and worn daily 
and dried as stiff as boards after 
being wet? The fleece-lined heavy 
underwear we had to don by the cal- 
endar in October and wear until the 
middle of April, and which always 
scratched? The extremely fragile 
Welsbach gas light mantles so difficult 
to install or handle without breaking? 
The heavy barrels of coal ashes car- 
ried to the sidewalk each week during 
the heating season and when your 
foot slipped the barrel fell on your 
instep shooting a cloud of ashes up 
your nostrils and you sat down on 
the top step and talked to God?” 

Far from having a nostalgic feel- 
ing for the past, I value the progress 
made in streamlining many of the 
procedures necessary to produce and 
service mortgage loans. Granted that 
many of the new ideas have not been 
tested by adverse business conditions, 
the almost universal adoption of the 
level monthly payment to cover inter- 
est and principal with its habit-form- 
ing effect on borrowers should be a 
helpful measure to protect equity of 
owners and to minimize the troubles 
of lenders. 

The assistance given to so many of 
our younger generation to acquire 
their own homes has resulted in a 
much higher appreciation of home 
ownership among our people than 
ever before and the extent of the in- 
crease in the number of property 
owners should in itself be a stabilizing 
factor of our economy. 
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The tremendous appetite of inves- 
tors for mortgage loan investments 
and particularly for those subject to 
insurance by governmental instrumen- 
talities has produced inherent dangers 
that may not, but certainly should, be 
recognized. 

Judging from the quality and loca- 
tions of the securities of loan offerings 
frequently presented to us, there is 
alarming evidence of the reliance by 
many lenders on the protection of the 
loan insurance or guaranty rather 
than on the general desirability and 
intrinsic worth of the physical securi- 
ties and their ability to maintain their 
original attractiveness to the buying 
public. 

Recently we were considering the 
purchase of a very substantial number 
of loans, all to be insured; and in 
speaking of them to another investor, 
we mentioned the necessity of a pre- 
inspection by one of our staff. Our 
contemporary expressed surprise that 
we would incur the expense of inspec- 
tion and said he would take the loans 
sight unseen, relying solely on the 
government insurance. There is more 
to be considered than the ultimate 
settlement that may be expected in 
event the borrowers default. Even 
moderate efforts to collect delinquent 
items or the preparation of claims for 
settlements to be presented to either 
the FHA or VA result in expenses, 
particularly if delays are experienced, 
and such costs can accumulate rapidly 
to substantial totals. The settlement 
the investor receives either from the 
FHA or VA will not compensate 
either him or his servicer fer the ex- 
penses incurred by the required col- 
lection efforts and costs incidental to 
the presentation of claims. When 
such a situation is experienced the 
realization comes very quickly that a 
dollar of principal purchases just as 
much as a dollar of expense. 

The investor or the loan correspon- 
ent whose only measure of safety or 
desirability of a loan is the insurance 
or guarantee of the principal by a 
government instrumentality may soon 
be in a position comparable to a 
dentist who relies on an injection of 
novocain to enable his patient to en- 
dure the discomfort of having a tooth 
filled. Excessive dependence on the 
findings of others can destroy ap- 
praisal ability very quickly. 

These are practical reasons why you 


should not become dependent on the 
crutch of governmental insurance or 
guarantees; and, in addition, do we 
not have the duty of giving the appli- 
cants as well as the investors who rely 
on our integrity and ability the best 
measure of protection of which we 
are capable? In other words, are we 
not our brother’s keeper to a reason- 
able degree? 


The Problems of Tomorrow 


When reminding you of the ex- 
penses and troubles you may sustain 
by reason of unexpected delinquencies 
and the necessity of legal action to 
protect the interests of the lenders you 
serve, you should also be warned of 
the very real prospect of the imposi- 
tion of moratoriums patterned after 
those which were established in so 
many areas in the middle 30’s. In- 
vestigations of the qualifications of 
borrowers entitled to the relief pro- 
vided by moratoriums are expensive 
and could readily absorb a large pro- 
portion of your annual service fees. 

And what will be the position of 
those of you who service loans sold to 
investors if there are an undue num- 
ber of defaults with the resultant col- 
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IN OUR 7th YEAR 


lection or foreclosure expenses? Do 
you believe lenders will accept such a 
situation with complacency even 
though they will be protected ul- 
timately from loss of principal un- 
der FHA and GI loans? Have you 
considered the position of an insur- 
ance company for whom you service 
loans if it is required to accept an un- 
expected volume of low-rate bonds 
during a sluggish market, or to re- 
ceive a substantial flow of cash that 
cannot be readily or profitably re- 
invested, and do you realize that even 
a delinquency list of moderate length 
will be most disturbing to investors to 
to whom receiving one is a new ex- 
perience, particularly if the list grows 
rapidly, which it will do because of 
monthly level payment loans? Be- 
fore the advent of the FHA, delin- 
quencies occurred semi-annually and 
although the amounts involved were 
larger, there were longer intervals be- 
tween them and for that reason they 
did not seem as alarming as lists of 
items increasing each month. 

Loan correspondents are not going 
to be popular with either mortgagors 
or mortgagees in times of trouble and 
an effective means of minimizing crit- 





‘Morning, Bill, have you 


heard the news! 


‘Southern Statistical has acquired 
the schedule department of In- 
vestors Diversified Services in 
Minneapolis. How's that? Oh 
sure, they'll continue to serve 
Investor's old customers. |'m 
sure with their background 
of experience they can ab- 
sorb Investor's operation with 
a minimum of delay. And with 
production doubled they'll need 
all that new equipment. Pare 
No thanks necessary, Bill, | thought 
ou would like to know. How about 
Kinch tomorrow? OK. See you then.” 


Write for new brochure of forms and 
schedules today. Neo obligation, of 
course. 


Dedicated to the Reduction of 
Mortgage Servicing Costs 


SOUTHERN STATISTICAL COMPANY, DEPT. 12, MEMPHIS 3, TENN. 
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icism that may be inevitable would be 
adherence to a well-designed under- 
writing program. Such a program 
should emphasize location of the se- 
curity and the attractiveness and con- 
formity of the improvements to neigh- 
borhood standards, as well as the 
economic position of the applicant. I 
am not minimizing the importance of 
a borrower with satisfactory credit 
standing, but foreclosures generally 
occur when credit strength has van- 
ished because of unemployment or 
financial adversity. In theory, the orig- 
inal applicant is liable for the pay- 
ment of the obligation, but when fore- 
closures were numerous several years 
ago, courts in most jurisdictions 
proved to be increasingly reluctant to 
grant deficiency judgments and those 
granted often were difficult to collect. 


The mortgage banker or loan cor- 
respondent, for his own protection as 
well as for that of the lender he rep- 
resents, should counsel and guide the 
builders who are the sources of his 
loan production, and avoid the busi- 
ness of brokers or builders whose mer- 
chandise is questionable or inferior in 
quality. The ability to recognize the 
varying degrees of desirability and 
safety of loan offerings and to counsel 
builders or project developers prop- 
erly when advisable should be the ob- 
jective of every loan correspondent 
who expects to survive adverse eco- 
nomic conditions and render the serv- 
ice he has promised. You should never 


forget that a merchant is judged by 
the goods he carries. There are many 
rules for success but a universal rule 
for failure is, “Try to please every- 
body.” 

Ounce of Prevention 

As an investor convinced that the 
local mortgage banker is the logical 
negotiator and servicer of mortgage 
loans, I am doing my best to empha- 
size the importance of thoughtful con- 
sideration by the loan correspondent 
of the obligations he has assumed, not 
only those that are expressed in his 
service contract, but those implied as 
well. These obligations cover a broad 
field and should inure to the benefit 
of the applicant for financing, the 
community in which the security is lo- 
cated, the investor who loans the 
funds, and to the general reputation 
of the mortgage lending industry as 
a whole. Disregard of these obliga- 
tions or casual observance can have 
no other result than problems, danger- 
ous expenses, or losses to borrowers, 
lenders, and servicers. The old adage 
that an ounce of prevention is worth 
a pound of cure is peculiarly pertinent 
to our business. 

We who have been privileged to be 
identified with mortgage lending in 
recent years should be most grateful 
for all the benefits that have been 
ours, not only for the material rewards 
we have received, but for the oppor- 
tunity to make valuable contributions 
to the progress of our nation and the 
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improvement of the housing of so 
many of our fellow citizens. 


We have long since outgrown the 
popular misconception that mort- 
gagees or those identified with them 
are melodramatic villians intent on 
robbing and oppressing the poor and 
the weak and our gratitude for this 
improvement in our status can best 
be demonstrated by maintaining the 
highest standards of which we are 
capable. It is my earnest hope you 
will continue to be constantly alert to 
the necessity of vigilance to protect 
your clients and yourselves, and truly 
sell service to all who enter your doors, 
borrower and lender alike, rather 
than to be only buyers of loans. 


>> CHAMBER LOOKS TO 1956: 
Despite forecasts to the contrary, 
construction in 1956 should top this 
year’s all-time record, the U. S. 
Chamber of Commerce believes. Even 
residential construction, most affected 
by credit restrictions, will not miss 
this year’s record of an estimated 1.3 
million starts by as much as 100,000 
units. 
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Likes Year-end Delinquency Drive 


Investors, like all institutions and corporations, like to do a 


little “window dressing” in their December 31 statement; so, 


says this home office official, correspondents should cooperate to 


show as few delinquencies as possible at the close of each year. 


E ARE firm believers in the 
correspondent system; and, in 


preparing for our financial statement 
as of December 31 each year, request 
our correspondents to put particular 
emphasis on servicing. Our stress on 
servicing at this particular time is to 
report as few delinquent accounts as 
possible. Naturally, those in the home 
office who prepare the quotas for each 
correspondent for the coming year, 
cannot help but be affected by the 
good servicing record with no delin- 
quent loans shown by an individual 
correspondent. 

There is a tendency of most cor- 
respondents to assume that, in sub- 
mitting remittance reports, any delin- 
quent account will be brought to at- 
tention by the report showing that 
the account had not been paid. It 
pays for the correspondent to under- 
stand the system the home office uses, 
which would show that the personnel 
who post remittance reports are not 
the ones who would be concerned 
with delinquent loan accounts. It is, 
therefore, of utmost importance that 
the correspondent give the home of- 
fice notice of any delinquent account 
and all information concerning it. If 
the correspondent fails to keep the 
home office informed as to what ar- 
rangements are made for settlement 
or what action is being taken on a 
particular loan, it hinders the home 
office in preparing the year-end finan- 


cial statement. For that reason, a 
particular push is expected of our cor- 
respondents to reduce any delinquent 
loan or any loan in default. 


On October | each year, we begin 
to ask our correspondents, with a let- 
ter of reminder, to make a concerted 
effort to bring all accounts that are 
delinquent to a current status. Of 
course, this goes back to the question 


of the Home Office 


that if we have good year-round serv- 
icing, there is no need for a push for 
servicing at the end of the year. Sta- 
tistics will prove that, for the past 
several years, there has been a ten- 
dency for increasing delinquencies 
and particularly at the latter part of 
the year. Those delinquent accounts 
can be overcome by following year- 
round servicing and concerted year- 
end efforts to educate the mortgagors. 
This concerted education, we think 
is the secret of our whole servicing 
problem. The mortgagor should be 
taught that leniency and understand- 
ing is a part of everyday life, but the 
obligation of a loan account is to be 
taken care of as promised. 


It has become a habit of many cor- 
respondents not to keep the home 
office fully informed; and should any 
loan that may have been delinquent 
up to this time escape the attention of 
the correspondent, this year-end drive 
will certainly bring it to light. 











>> OVER INSURANCE A BAD PRACTICE: At a meeting of the 
MBA Insurance Committee in Los Angeles, it was stated that some 
investors are insisting upon having insurance policies for the full amount 
of their loans even though the full insurable value is a much smaller 
amount. In these days of near 100 per cent loans, it is not uncommon to 
find many which are larger than the insurable value. Since obviously 
no one can ever collect more than the insurable value, the Committee 
felt that no resolution or recommendation was necessary. It was agreed, 
however, that over-insurance was extremely bad practice, for it places 
an unnecessary burden upon the borrower and, therefore, creates bad 
public relations. 


The discussion brought out the fact that some of the people handling 
insurance in the various offices of both mortgage bankers and investors 
apparently do not have a completely clear idea of just what an insurable 
value is. Here is an old definition of insurable value: “Insurable value is 
an estimate of the replacement cost of the building, less the estimated 
amount of physical depreciation that has occurred since the building 
was constructed, and less the amount of exclusions such as the basement 
foundations, underground piping, etc.” 


Does anyone have a better, more concise definition ? 
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Success Lies in the Right Approach 


The right approach can make all the difference between a 
successful audit or one that is distasteful to investor and 
correspondent alike. Here are some pitfalls to avoid and 


some suggestions for improving your own “audit approach.” 


HE success of an audit hinges 

primarily on the approach taken 
by the investor and the auditor. It is 
the investor’s responsibility to outline 
the kind of audit he wants and the 
details he wishes covered. The me- 
chanics of the audit are then the audi- 
tor’s responsibility. 

The apparent lack of a sensible 
approach, demonstrated by two recent 
audits, prompts these observations, 
They are intended to emphasize the 
need for the proper evaluation of 
what an audit can or should accom- 
plish, and to point up the fact that 
an audit, in addition to being a rou- 
tine investigation of records, is also 
a public relations function. 

If the auditor does not use the 
proper approach, the investor will not 
obtain full benefits from the audit and 
will spend money unnecessarily, thus 
actually reducing the yield on the in- 
vestment. A poor audit approach will 
also unduly hamper the correspondent 
in its day to day operations. 

Here are three incidents recently 
observed which illustrate these con- 
clusions: 
>> The auditor, in order to hide his 
own unfamiliarity with a certain 
mortgage company’s operations, asked 
questions from those employees who 
happened to be around, regardless of 
whether they were familiar with the 
problems or not. Consequently, the 
auditor wasted valuable time, inter- 
rupted operations and obtained little 
results. 
>> Many audit steps involved in- 
quiries that could have been easily 


verified by correspondence or which 
related to information which the in- 
vestor had recently taken from the 
correspondent’s certified audit report. 
>> One of the auditors, believing 
that he had discovered an irregularity, 
spent three days working on the rec- 
ords without informing the corre- 
spondent about his “discovery.” He 
found later that he was completely 
wrong. If he had confidence in the 
correspondent — which the company 
has earned by its reputation — and 
discussed the matter with the servic- 
ing manager promptly, three days of 
useless work, interference with the 
correspondent’s operations and a great 
deal of embarrassment for the auditor 
might have been avoided. 

These suggestions for an improved 
“audit approach” would appear to be 
in order: 
>> The investor should place all in- 
formation concerning a company at 
the auditor’s disposal before the audit 
and insist that he familiarize himself 
with the company he expects to audit. 
>> The investor should outline in 
general a procedure to be followed 
and instruct the auditor to make con- 
tact with only the man in charge of 
the correspondent’s servicing and ac- 
counting operations or only those 
whom the correspondent then desig- 
nates as being familiar with the vari- 
ous operations. 
>> To avoid hurting the correspond- 
ent’s prestige, the investor should 
instruct his auditor to mail out loan 
balance verification letters. with the 
knowledge of the correspondent only 


of the Correspondent 


so that verifications, if already con- 
ducted by the correspondent’s own 
auditor, will not be duplicated. 


We all realize that audits are im- 
portant and necessary. They are ex- 
pensive for the investor if the results 
are not commensurate with the cost 
and inconvenient to the correspond- 
ent, or if they interfere unduly with 
office operations. The great majority 
of investors have a good audit staff 
or good audit firms in their employ. 
Yet it may be well worth while for 
those investors who neglected to su- 
pervise their auditors’ activities to 
look into the audit operations and try 
to obtain efficiency, cost reductions, 
and better public relations. 
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Say Investors Not Fully Represented 


This correspondent makes the point that many investors allo- 


cate territories too large for one correspondent and thus miss 


many good loans in areas where they have inadequate represen- 


tation; he also thinks this may lead to trouble in the future. 


UR firm operates somewhat dif- 
ferently than many MBA mem- 
that we are in a small 
community with a surrounding popu- 
lation of approximately 60,000. We 
have had great difficulty in obtaining 
direct insurance 


bers do in 


connections with 
companies for the placement of loans. 
We find that many of the larger in- 
surance companies tie up vast areas 
of our state with one correspondent 
in some larger city. 

In checking the mortgage record- 
the 
types of loans that have been taken 


ings, we have followed closely 
by the larger insurance companies. It 
is our opinion that they have not 
been getting the better loans in our 
area. A correspondent in a larger 
city, many miles away, is unable to 
know the trends in these smaller com- 
munities, while a local correspondent 
on the spot is able to understand his 
own area as he is living with it every 
day As as concrete example , we have 
been asking one company’s representa- 
tive for two years to take loans in a 


new area, but with no success. Re- 
cently we succeeded in getting him to 
come here to look over the area. He 


LAND TITLE 


SERVICE 
COVERS 








e 


~ CINCINNAT! 


was amazed at what he found, and is 
ready to go now; but we are two 
years behind the parade which is led 
by the federal savings and loan asso- 
ciation! 

It is our opinion that as long as the 
economy of the country stays at a 
high level, the correspondents in the 
large cities can service loans in the 
smaller communities a long way from 
their office without much diffi- 
culty. However, should an economic 
decline set in (and they always seem 
to do so), the correspondents serv- 
icing large areas will find trouble in 
handling, economically and efficiently, 
delinquent accounts scattered far and 
wide. 


too 


Another difficulty arising from the 
fact that one correspondent covers a 
very large area, is the matter of serv- 
ice to the brokers in the small com- 
munities. We prepare our cases and 
forward them to the correspondent, 
who then reviews the papers before 
sending them on to the main office. 
All of this takes time. The 
respondent has lots of applications to 
take care of, and on many he has to 
look them over personally which takes 


cor- 


* 


* COLUMBUS - DAYTON - 
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him away from his office. Sometimes 
two or three weeks elapse before the 
papers reach the home office. If a 
commitment is issued, it retraces the 
path a second time. Many other trips 
back and forth must be made, each 
time through an extra office, before 
the loan is finally closed. All of which 
does not allow us to satisfy our clients 
who expect prompt service. 
Therefore, our main gripes with the 
large institutional investors are 
>> That, by not having correspond- 
ents in small communities, they are 
missing many good loans that they 
should have. 
>» Their correspondents are too big 
to give their contacts in smaller towns 
the service the clients have a right to 
expect. 
>> They are heading for troubles with 
their servicing contracts in case of a 
economic decline in the future. 


No other aspect of the mortgage 
business is more important than main- 
taining the best possible working 
arrangement between correspondent 
and investor. If improvements can be 
made, it is to the advantage of both 
partners to make them. In essence, 
that has been the purpose and the 
objective of this series of articles on 
investor-correspondent problems. 
Scores of these problems have been 
covered, some of them a number of 
times with varied points of view. Has 
one been missed? You are invited to 
submit it. 




















HE answer to the question you— 
and about everyone else who was 
there—asked in Los Angeles is: Yes, it 
was MBA’s largest convention. When 
they were all counted, the total regis- 
tration was 2,825, of which 2,024 were 
men and 801 were ladies (the distaff 
side took to this one in force). Thus, 
Los Angeles was three times larger 
than the MBA Convention in New 
York only ten years ago. Statistics of 
the past decade: 
New York, 1945.......... 940 
Cincinnati, 1946 1,080 
Cleveland, 1947 1,186 
New York, 1948 1,460 
Chicago, 1949 1,600 
Detroit, 1950 1,825 
San Francisco, 1951 1,811 
Chicago, 1952 2,340 
Miami Beach, 1953 2,588 
Chicago, 1954 2,700 


ee ed ~ 





Was it the best MBA Convention? 
The facts here seem to be even more 
conclusive than the statistics given: it 
was the best, and that’s based upon 
what members said about it. There 
was a unanimity of opinion on that 
score never before encountered in 
post-convention appraisals. 

It had the widest geographical rep- 
resentation yet seen at an MBA meet- 
ing—someone was there from every 
state and the District of Columbia ex- 
cept Maine and North and South 
Dakota, as well as from Canada, 
Puerto Rico, and Hawaii. The great 
diversity of lending and investor in- 
terest which distinguishes MBA from 
other organizations was evident in 
Los Angeles with heavy representa- 
tion from every classification of our 
varied membership. 

Many other distinguishing char- 


acteristics marked Convention week 
in Los Angeles. The program must 
have been a good one—otherwise, 
how else can one account for the fact 
that the general sessions were the best- 
attended ever seen? There was a 
packed house every morning. 

On the following pages are some 
reports and pictures which will, par- 
tially anyway, recall the events of 
October 31-November 3 for those who 
were there and provide a glimpse of 
a memorable MBA meeting for those 
who were not. Probably the most sig- 
nificant conclusion one can draw from 
the Los Angeles experience is that the 
mortgage industry has indeed become 
a pretty big operation. (Above a Con- 
vention session and three rostrum 
groups—upper right, President Moir 
receiving his recognition plaque for 
a fine year’s work.) 
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It was no news to anyone coming to the Los Angeles Convention 
that the principal topic of discussion, the one thing around which 
everything else would revolve, would be tight money. Most of the 
moves by monetary authorities to create this condition have been 
taken since the last time MBA members got together for a meeting, 
and the really significant actions are of recent date. That there 
was a credit stringency of considerable proportions no one 
doubted. But how serious was it going to prove for the mortgage 
lender in 1956? That’s where the road branched off into numer- 
ous paths. On one of these paths were those who were sure that 
what we are seeing now is of short duration and that, come early 
1956, there will be some relaxation. On another path were those 
who felt the opposite, that we need not again expect the easy credit 
of the past several years. The widest path was the one where the 
most people were—those who didn’t know. One sure conclusion, 
however: if present-day conditions continue, our volume won’t be 


what it was in 1955. 


State of the Mortgage Industry 


The Eisenhower administration is 
responsible for a magnificent job of 
monetary management . . . a continu- 
ation of the present trend toward fur- 
ther entry of the government into the 
field of mortgage lending can lead to 
socialization of the industry . . . mort- 
gage men are at a disadvantage when 
competing with other types of lenders 
because they need a more realistic 


“From past experience we can ex- 
pect a reversal of method by the Fed- 
eral Reserve and Treasury Depart- 
ment when inflationary tendencies 
have been curbed and boom times re- 
turn to their customary or traditional 
level. How hard mortgage credit will 
become is not quite clear, for there 
appears to be a reluctance on the part 
of government, and properly so, to 
curb construction. When mortgage 
money actually becomes hard, it may 
be a signal to take off the brakes. At 
any rate, mortgage bankers will do 
well to follow carefully the activity of 
the Federal Reserve and Treasury. We 
can all hope that the good job these 
facilities have already done will con- 


loan-to-value ratio and they must 
have immediate action in the field 
rather than encounter the days of de- 
lay . . . these were three points from 
the detailed address, divided into 12 
specific sections, of MBA President 
Wallace Moir at the opening session 
of the Convention. (A complete text 
has been mailed to all members). 
Among other pertinent points: 


tinue to produce good business with 
the least amount of inflation. . . . 

“It is well to appraise the competi- 
tion. Business is a measure of, and a 
reward for, goods or services rendered. 
Mortgage bankers are a business facil- 
ity used by life insurance companies, 
savings banks and commercial banks 
to advantage, not to corner the mort- 
gage market but to render service and 
to be rewarded by business for that 
service. The question is, how can we 
render better service? Perhaps the 
two principal reasons why more resi- 
dential loans cannot be obtained by 
mortgage bankers in competition with 
savings and loan associations are (1) 
we are in need of a more realistic 
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loan-to-value ratio to make larger 
amortized loans legal and possible; 
and (2) we need immediate action in 
the field rather than several days de- 
lay in obtaining a commitment. 


“Now how can we improve our 
service? By doing all we can to have 
the laws under which we operate per- 
mit larger loans. It has been demon- 
strated that a larger loan-to-value 
ratio is safe, and most state laws 
should be changed accordingly. Then 
financial institutions can place more 
confidence in the correspondent’s abil- 
ity to make immediate commitments 
on house loans, and more authority to 
do so. Commercial banks might 
awaken and run real savings depart- 
ments at realistic interest rates to the 
depositor. 

“T was convinced that the company- 
correspondent team must modernize 
its procedure in 1946, and in connec- 
tion with the Convention that year, I 
wrote to President Kanaley urging 
that such a subject be on the agenda. 
I pointed out that such a talk should 
give practical ways in which company 
and correspondent must work together 
in greater harmony, confidence and 
speed, in order to compete more fa- 
vorably with local mortgage institu- 
tions. I followed that up with an 
article in The Mortgage Banker of 
March, 1947, and in it suggested that 
financial institutions doing business 
through correspondents (1) authorize 
commitments by the correspondent; 
(2) authorize mortgage loan depart- 
ments to commit—this has been done 
in most financial institutions; (3) 
have an established finance committee 
policy; (4) eliminate all possible red 
tape; (5) purchase existing loans; 
(6) send correspondents current data 
regularly; (7) hold an annual meeting 
of correspondents; (8) require cor- 
respondents to prepare periodic re- 
ports on general conditions; (9) make 
construction loans through corres- 
pondents; (10) establish standard ac- 
counting practices and forms. . . . 

“If we want to do something for 


the veteran and the home buyer, and 
best of all for the community, why 


What They Said i 
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1 in Los Angeles 


not require that there be not more 
than two home sites per acre? 

“And by whom could this be ac- 
complished? Not the mortgage 
banker, for generally speaking he will 
and should make and agree to service 
any loan insured by the federal gov- 
ernment which an investor will buy. 
Not the investor, for generaly speak- 
ing he will and should purchase any 
needed investment which the govern- 
ment will guarantee, a correspondent 
will service, and priced to show a rea- 
sonable yield. Not the builder, for 
generally speaking he will build any 
house he can finance 100 per cent and 
on which he can make a profit. Not 
the local zoning commission, for gen- 
erally speaking it will not place a 
restriction which would put its com- 
munity in a less favorable position 
than another city to receive mortgage 
funds federally insured. 

“The only facility that could give 
the veteran a real break and the com- 
munity a real lift is the government, 
through the Veterans Administration 
and the Federal Housing Administra- 
tion, by requiring that no subdivisions 
shall have more than two homesites 
per acre if federally insured loans are 
desired. . . . 

“Certain segments of the insurance 
industry are unwisely attacking mort- 
gage lenders, thereby causing a breach 
within an industry where there should 
be unity. The big job is to serve the 
public better and more economically, 
and perhaps most important of all, 
to save the insurance business itself 
from state management or state so- 
cialism. A repugnant word has been 
appropriated, the use of which dis- 
credits the insurance activities of 
mortgage bankers and other lenders. 
That word is ‘coercion.’ Actually it 
can be and often is a misleading term 
used to influence legislation that 
would prevent people from making a 
valid contract they may wish to make. 
In the past, contracts usually have 
been prohibited because they were not 
in the public interest. Contracts freely 
entered into instructing mortgage 
bankers to write insurance are not in 
opposition to the public interest. 


“From my observation over a pe- 
riod of more than 25 years, mortgage 
bankers handle the insurance of their 
clients as wisely, as economically, and 
as safely as any other segment of the 
business. It is therefore in the public 


interest that mortgage bankers write 
insurance. Give thought and take ac- 
tion to protect your insurance busi- 
ness. It is in the public interest to 
have mortgage bankers write insur- 
ance.” 


Monetary Moves Have Been Good 


Sharing the MBA rostrum the 
opening morning of the Convention 
was the distinguished president of the 
American Bankers Association, Fred 
F. Florence of Dallas, who heads the 
Republic National Bank in that city. 
He echoed the Moir praise of what 
the federal monetary authorities have 
done, deplored the all-too-evident po- 


“If we have learned one solid fact 
from our business history, it is that 
too rapid expansion in strategic areas 
of our economy is most likely to lead 
to reaction later; and the greater and 
more rapid the expansion, the more 
serious that reaction is likely to be. 

“Those of us who deal in mortgage 
credit should heed the lessons of his- 
tory, because the demand side of the 
housing market is so intimately re- 
lated to the cost and availablity of 
mortgage credit. During the past few 
months, our economy has been oper- 
ating in high gear. Its resources have 
been pressed to the limits, and fears 
have been expressed that a sound re- 
covery based on growth might develop 
into a new wave of speculation and 
inflation. Under these circumstances, 
a home construction industry writing 
its own ticket in the credit market 
would be an industry employing infla- 
tionary dynamite. 

“Tt is fortunate that our monetary 
authorities have demonstrated the 
wisdom and courage to recognize the 
danger in the situation. For the past 
several months, a policy of credit re- 
straint has been pursued, with a view 
toward discouraging a credit expan- 
sion faster than that required by 
sound, stable growth. This policy of 
restraint has had a decided impact 


sition of many that the boom can go 
on unimpeded forever and reiterated 
his conviction that the prosperous 
times of today can be retained on a 
sensible basis with exercise of calm 
judgment and careful control of the 
assets on which our economy rests. 
Said ABA President Florence in his 
address to the assembly: 


upon the mortgage market. More- 
over, the impact was so intended. The 
flexible policy under which interest 
rates recently have been allowed to 
rise and under which mortgage money 
has been more difficult to obtain, has 
helped credit to become the servant, 
rather than the master, of the housing 
market. The net result is that there 
is likely to be less bidding for the 
available supply of resources that can 
be allocated to housing in an economy 
that is close to straining its existing 
reservoirs of material resources and 
manpower; thus there is less danger 
of inflationary pressures that could 
only lead to trouble later on. An in- 
crease of 8 per cent in the cost of 
building materials over the past year 
is something that should not be ig- 
nored. 

“Those of us who deal in mortgage 
credit have the responsibility of recog- 
nizing and respecting this situation. 
We should give our full support to 
policies which might seem unpopular 
at the time and detrimental to our 
personal interests in the short run, but 
the sole intent of which is to preserve 
a stable base for economic growth. If 
we can agree that we all have a com- 
mon objective, it is appropriate for 
us to stand behind policies geared to- 
ward that goal... . 
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“Too many of us have been prone 
to run to Washington for aid when 
the workings of a flexible market have 
not been to our immediate satisfac- 
tion. It required several years of hard 
work to recondition our market mech- 
anism to the concept that a sound 
monetary system requires flexibility in 


FHA Looks Ahead 


Are events of the moment a curtain- 
raiser to a drop in home production 
next year? Not in the opinion of 
Norman P. Mason, FH A Administra- 
tor. FHA applications in September 
were lower than those in August- 
and the credit restrictions helped to 


cause it. But, said Mason, they were 


“The demand for homes continues 
to be strong. I am not alarmed by this 
(September) drop, and I don’t think 
you should be. There are too many 
indicators pointing to a large and 
steady demand. Over a million dwell- 
ings were started in the first nine 
months of this year, and I think the 
total for the year will come close to 
1.3 million. .. . 

“The FHA program has never been 
static. To meet changing conditions 
Congress has amended it on 51 dif- 
ferent occasions since 1934. I feel 
that we are better equipped now to 
serve home buyers and mortgage 
lenders than at any time in the past. 

“The urban renewal program is 
rolling, and you will be aware of the 
increase in this activity from now 
GR. coc 

“Mortgages under all FHA multi- 
family programs, including urban re- 
newal, may now be as much as $12 
million in place of the former $5 mil- 
lion limit, and may cover projects 
with as few as eight units. . . . 

“Urban renewal can help our cities 
save themselves from the corrosion of 
blight. The Federal Government can- 
not initiate a program in any city. The 
spark must come from within the city. 
To be successful the program needs 
the understanding and support of 
everyone in the community. . . . 

“Title VIII, which provides for 
mortgage insurance on military hous- 
ing, was completely rewritten this 
year. The new program authorizes 
the Secretary of Defense to enter into 


credit, and that such flexibility could 
not be achieved as long as the Federal 
Reserve System supported Treasury 
obligations at prices that encouraged 
inflationary credit expansion. The wis- 
dom of such flexibility cannot be de- 
nied, when prejudices and bias are 
cast out of one’s thinking.” 


With Confidence 


intended as a leveling-off operation 

there signs of labor and 
material shortages and we wanted to 
head off inflation tendencies to which 
they might lead . they are tem- 
porary and can be removed.” Further 
along, Mason told the MBA assem- 
bly: 


“were 


contracts with builders for the con- 
struction of housing on government 
owned land. The Secretary will take 
over the housing as it is completed, 
and the capital stock of the builder 
will be transferred to him. 
“Construction is to be financed with 
FHA-insured mortgages. The mort- 


gage amount is limited to the replace- 
ment cost of the project and to an 
average of $13,500 per family unit. 
The maximum interest rate is 4 per 
cent and the maximum maturity is 
25 years. Cost certification is not re- 
quired. .. . 
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“Housing proposals to be placed 
before the next session of Congress 
include provision for the special hous- 
ing needs of the aged. It seems to me 
that there is a sound field for invest- 
ment here. .. . 


“Some of you have said to me: ‘We 
are disturbed because FHA’s regula- 
tions as to charges that can be made 
at the time of transfer of property are 
too vague. We are naturally fearful 
in dealing with government that some 
charge which we consider perfectly 
correct now, FHA may say a year or 
two from now is illegal. We mortgage 
bankers think you should be specific 
so we can be sure we are doing the 
right thing.’ 

“Don’t be surprised—I agree with 
you. However, I’ve found this isn’t as 
simple as it sounds. Needs and prac- 
tices vary with state laws. That was 
probably the reason why the rule was 
written as it was. FHA staff is work- 
ing on the problem. We will talk with 
your association officers about any 
change before it is made effective. 


“Mortgage bankers, as you know, 
originate more FHA-insured home 
mortgages than any other group of 
lenders. In 1954 their share of the 
business was well over 36 per cent. 

“You and the FHA have a great 
deal in common. It is to your interest 
that the FHA be administered in a 
sound and business-like manner.” 
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Still Lots of Gl Loans to Be Made 


The GI mortgage market is with us 
for a long time to come—it may even 
be the largest single factor in the out- 
look for the 
immediate years ahead. Thomas J. 


new construction in 


“We anticipate that veterans will 
buy at least 400,000 new homes in 
1956 and 250,000 existing homes with 
VA guaranteed loans. These estimates 
do not reflect any consideration to 
the expiration of World War II en- 
titlement. In terms of money, the GI 
loan program will absorb $7 billion, 
of which $5.5 billion will be new 
money; the difference represents the 
outstanding loan balances refinanced 
in the sale of existing homes. 

“By September 30 the VA had 
guaranteed 463,419 home loans dur- 
ing the first nine months of 1955, 
amounting to $5,064,000,000. It is 
anticipated that at year-end we will 
have guaranteed a total of 620,000 
home loans amounting to $6,800,000,- 
000. This will be the highest volume 
for any calendar year in the eleven- 
year history of the program. Cumula- 
tively we will have guaranteed 4,227,- 
000 home loans by year end for $32.5 
billion. 

“The present volume of GI loans is 
now just about on the schedule we 
projected for World War II veterans, 
when we made a long range projec- 
tion of the program back in the mid 
part of 1947, more than 8 years ago. 
We said then that if the economy of 
the country remained on a stable high 
level, more than 5 million World War 
II veterans would have purchased a 
home with the aid of a GI loan by 
July 1957. 

“At year end less than 44% million 
World War II veterans out of about 
16 million will have used their entitle- 
ment. Under present law guaranty 
entitlement for World War II vet- 
erans will expire in July 1957. There 
is reasonable presumption based on 
natural behavior instincts that many 
veterans will no doubt hurry to use 
their entitlement before the expira- 
tion date which will have a decided 
impact on the housing market. Sev- 
eral bills have been introduced to ex- 


Sweeney, assistant deputy administra- 
tor for loan guaranty for VA, in an 
expert report for the MBA Conven- 
tion, brought the facts up to date and 
projected his opinions of what is 
ahead in the future. He said: 


tend the deadline but none has been 
reported out by the various commit- 
tees. However, we will have to await 
the consideration and the decision of 
the Congress on this matter. 

“Today we have a comparatively 
new group of veterans taking their 
places in our communities, and their 
position today is about where the 
World War II veterans were in 1947. 
These are, of course, the Korean vet- 
erans, of whom there are 4 million in 
civil life today, and who will total 
5.8 million when all are discharged. 
The average age of these men is a 
few years less than that of World 
War II veterans in 1946, and most of 


them are now in school or going 
through their vocational apprentice- 
ship. Thus far only 221,000 of them 
have obtained GI loans for home 
purchases. But making a similar fore- 
cast for this group along the lines of 
our World War II projection, we find 
that about 3 million of them should 
eventually become home owners, and 
some 2 million should use their GI 
loan entitlement in doing so. They 
are currently obtaining home loans at 
the rate of 150,000 a year, and this 
number should increase to the 200,000 
level in another year or two. While 
this market for loans is only about 
one-third or one-half the size of that 
for World War II veterans, the $20 
billion of new business that they will 
bring you as prime credit risks, is not 
a matter to be taken lightly. Their 
loan entitlement runs until January 
31, 1965 so keep them in mind, and 
serve them well; you will be repaid for 
your efforts during the decade ahead.” 

Be alert, said Sweeney, against over- 
building and see that construction 
and permanent funds are advanced 
only in situations where there is no 
over-supply. 
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VHMCP Doing Better All the Time 


And a third report from Washing- 
ton was equally interesting for mort- 
gage bankers, possibly even more so 
because a similar one a year ago did 
not record the favorable accomplish- 
ments reported in Los Angeles. Arthur 
W. Viner, who heads the Voluntary 


“The work the VHMCP is doing is 
not easy. We have had to blaze new 
trails. We have had to scrap pro- 
cedures that did not work smoothly 
and install new methods that do. I 
know that many of you are traveling 
hundreds of miles to look at proper- 
ties in some of the remotest areas in 
the country. Many of you have added 
men to your staffs just to handle 
VHMCP business. You have had to 
readjust your thinking and your 
methods of operation to make this 
Program work. And during all of the 
time the VHMCP has been in opera- 
tion you could easily have sat calmly 
in your offices deciding which of the 
customers who are knocking on your 
door should get mortgages. 

“A number of people have told me 
they think it is too bad that VHMCP 
had the misfortune to be born in a 
tight market. I feel that it may have 
been a blessing in disguise. If we 
have made this Program a success in 
1955, nothing should stop us when 
mortgage investment funds become 
more plentiful. 

“Some day the market is bound to 
ease. When it does, those of you who 
have extended your territories of op- 
eration may be repaid for all of the 
effort and expense the VHMCP has 
involved. 

“Let’s look at the prospects in most 
of our metropolitan areas. When 
mortgage money becomes more plenti- 
ful, the competition for good loans is 
going to be keen. And who knows to- 
day whether some of the building of 
the past few years has not been bor- 
rowed from the future? But in most 
cities there is a great need for housing 
available to Negroes. Those of you 
who have been working in the minor- 
ity housing field, either on your own 
or through the VHMCP, have learned 
that there are many fully qualified 
Negro borrowers. If you have gone 
into the minority housing field you 


Home Mortgage Credit Program — 
entirely unique because it is the cre- 
ation and the responsibility of private 
enterprise in which the mortgage in- 
dustry fully shares—told of the work 
to date and what lies ahead. Said 


Viner: 


have a head start in a promising field 
where competition is practically non- 
existent. We have had fewer appli- 
cations from individual members of 
minority groups than we expected, but 
those we have received have resulted 
in a very high percentage of place- 
ments. Almost fifty projects open to 
members of minority groups are now 
under way, thanks to the perfect score 
in placement of the necessary mort- 
gages the VHMCP has had. I think 
it is safe to say that financing is now 
a considerably smaller obstacle to in- 
creases in the supply of good housing 
available to minority groups, for sales 
housing, at least, and I think it will 


produce good business for you in the 
years to come. 


“The situation in the small towns 
and the so-called remote areas is per- 
haps even more dramatic. Through 
the VHMCP, many of you have 
moved into areas where no mortgage 
banker previously operated. Most of 
you have found that the only loans 
previously available from private lend- 
ers in those areas were short-term, 
high interest rate, big down payment 
conventionals. Right now you are 
taking the insured and guaranteed 
mortgage business in these areas away 
from the government. I will be the 
last to deny that your entrance into 
these areas has been easy or inex- 
pensive. Few, if any, lenders will make 
loans on remodeled chicken coops, on 
log cabins with leaky roofs or on 
houses perched on stilts in the middle 
of a swamp. But I know that you 
have found cases of this sort to be 
the exception to the rule.” 


But Viner warned: 


“There is one dark cloud that can- 
not be overlooked. There have been 
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many other voluntary programs, and 
most of them have had one character- 
istic in common. After a time, volun- 
tary pregrams tend to run into a pe- 
riod of apathy which is their undoing. 
There are no grounds for compla- 
cency about VHMCP. Many ob- 
stacles remain to be overcome, and 
many problems remain to be solved. 

“We have only scratched the sur- 
face so far. Large sections of the 


country are inadequately covered. Too 
few lenders are making too large a 
share of the loans made under the 
Program. Too many lenders are mak- 
ing only a token contribution to the 
Program. Too many lenders are not 
giving us the statistical information 
we need on their action in cases we 
have referred to them in order to 
build up an accurate record of the 
Program’s achievement.” 


1956 General Business Looks Good 


With the first two days sessions be- 
hind them, members came to hear an 
overall report of business generally, 
about the foundation upon which it 
rests and prospects for continued pros- 


perity. They heard from Robert R. 


“It has been the private sector of 
our economy that has been primarily 
responsible for the major upturn in 
business activity that has occurred 
over the past year. Except for the 
Korean War scare which stimulated 
spending in 1950, this is the first year 
since 1947 that we have experienced 
an upturn in gross national product 
without a sizeable increase in govern- 
ment spending. The people’s willing- 
ness to spend their income has been 
encouraging to business; and this in 
turn has been an incentive for busi- 
ness to increase its capacity to pro- 
duce. Whether or not demand can be 
sustained at the current high levels 
will depend upon the answers to the 
question of ‘Are the factors respon- 
sible for the current business picture 
strong enough to allow for a contin- 
ued growth in the months immedi- 
ately ahead?’ 

“An important determining factor 
is the level of personal income that 
we will be able to maintain. . . . 

“This group, you mortgage bankers, 
probably more than any other, is 
familiar with what has been happen- 
ing to housing. We will have con- 
structed by year-end approximately 
10 million homes in this country since 
the end of World War II. This year, 
new housing starts will approximate 
1.2 to 1.3 million units and now the 
big question is, ‘Have we overbuilt 
and, thus, must we expect a downturn 
in home building?’ In my own mind, 
the answer is quite clear. It is a re- 
sounding ‘no.’” 


Dockson, head of the marketing de- 
partment of the University of South- 
ern California, whose conclusion was 
that business was “unbelievably good” 
and was going to remain good. De- 
clared Dockson: 


The government will act fast to 
counteract any trend toward recession, 
Dockson said. 

“Should the bolstering forces of our 
economy be somewhat weaker than 


I have painted, there are steps that 
the government can take in order to 
prevent a significant downturn prior 
to the election. Due to credit re- 
straints, housing starts have already 
fallen below the figure of a year ago. 
If they continue to drop the Federal 
Reserve will do much more to ease 
credit than to buy a few Treasury bills 
on the open market. We know that 
housing can be stimulated through the 
use of credit controls and if unem- 
ployment turns up noticeably, there 
will be a strong howl for more funds 
for this purpose from a larger portion 
of our economy than lending agencies 
and construction companies. Other 
tools that are available to maintain 
growth are: the reduction of taxes, 
both personal and business, the im- 
provement of farm income, the lib- 
eralization of social security, the en- 
couragement of investments, and the 
increase in expenditures for hospitals, 
highways, schools, etc. Our economy 
is healthy and growing rapidly, per- 
haps too quickly. More inflation in 
1956 is a real possibility.” 


Tight Credit Reins Can Be Loosened 


HHFA Administrator Albert M. 
Cole told the Convention assembly 
that the hands that tighten the credit 
reins will not hesitate to loosen them 
if conditions dictate . . . that mort- 
gage bankers are doing a creditable 


The Administration placed moder- 
ate restraints on housing credit in or- 
der to prevent even a mild inflation, 
and the restraints will be removed as 
conditions permit. 

“It would have been ironic in the 
extreme, if demand for certain short- 
supply building materials had re- 
sulted, not in added houses, but only 
in boosting the prices of all houses. 

“But I can assure you that the peo- 
ple of HHFA are keeping the closest 
kind of watch on the situation. We 
shall continue to be guided by the 
conditions of the course. The hands 
that tightened the rein will not hesi- 
tate to loosen it when and as condi- 
tions so recommend.” 

Cole said that the purpose of 
changes made in the 1954 Housing 
Act as they affect FNMA is the even- 
tual turning over of the government’s 


job in the VHMCP .. . that mort- 
gage warehousing within balanced lim- 
its is a desirable and necessary credit 
instrument. Briefing his remarks on 
many subjects, each one of top inter- 
est, some of Cole’s observations were: 


secondary-market mortgage opera- 
tions to private industry “where they 
belong.” He said he did not care to 
guess how long that would take but 
added that “you of the mortgage 
banking industry will be one of the 
determining factors.” 

He congratulated the mortgage 
bankers on the part they played in 
establishing VHMCP and in making 
the program work. 

‘You have lent an aggregate of well 
over $50 million to home purchasers 
in remote areas and small towns and 
to Negroes and members of other mi- 
nority groups who had experienced 
difficulty in financing their purchases.” 

More than half of the applications 
which did not result in loans were re- 
jected for the soundest of business 
reasons, he added. 


THE MORTGAGE BANKER + December 1955 35 








Loss of Freedom Real Possibility 


And then in the closing hours of 
MBA’s 42nd annual Convention, 
members’ thoughts were turned from 
ideas of the world they work in to 
those of the world they live in. Paul 
G. Hoffman, distinguished public 
servant, aid to Presidents, former ECA 


“Our way of life and our free en- 
terprise system must be not only main- 
tained but strengthened. That means 
that we may no longer restrict our- 
selves to voicing paens of praise about 
our system, nor as citizens do we dare 
content ourselves with flag waving 
and singing The Star Spangled Ban- 
ner. 

‘“*If these were normal times, 
speeches and songs might suffice, but 
they are not. The struggle between 
the free world and communism is still 
on. As a matter of fact, it is my view 
that with the change of tactics on the 
part of the Russians from scowls and 
threats to smiles and trade offers, the 
Cold War is entering a new and most 
dangerous phase. We must keep 
America strong. 

“If we want to preserve our free 
enterprise system, we need to do two 
basic things: We must identify the 
elements which give the system its 
strength; and then make sure that 
those elements are protected and 
nourished. If we want to preserve the 
tree society that makes our system 
possible, we must likewise concern 
ourselves with the protection and 
nourishment of our whole heritage of 
liberty and justice. . . . 

“What is important is that you en- 
gage in some tough thinking of your 
own to determine for yourself those 
factors which you believe have made 
this enterprise system of ours, and 
our way of life, so strong and produc- 
tive. In doing so, you will better pre- 
pare yourself to work for their preser- 
vation in a period of trial as hazardous 
as the American people have ever 
known. 

“Our American economic system 
carries the label of ‘capitalism,’ but it 
differs sharply from the static and 
class-conscious capitalism of the old 
world. It is a new kind of capitalism 

dynamic and mutual—that benefits 


administrator and now chairman of 
the Studebaker-Packard Corporation, 
spoke on the things we must do to 
maintain and nourish our most price- 
less heritage—our free way of life. In 
his remarks were these passages, not 
to be forgotten soon: 


everybody. Almost everyone in Amer- 
ica has had a share in developing and 
operating it. From the beginning only 
a widely-shared capitalism was good 
enough for America—only one 
sparked by all the people could do the 
a 

“A very special responsibility rests 
on those of us living today to hold 
fast to the concepts of our founding 
fathers. If we are to keep this society 
free, we must make a living document 
of our Bill of Rights. We must be on 
guard against any and every activity 
which puts in jeopardy our rights as 
individuals to determine for ourselves 
what we should think, what we 
should discuss, and with proper regard 
to the rights of others, what we should 
do. Freedom of thought is a basic 
human right, from which flow free- 
dom of religion, freedom of press and 
freedom of assembly and association. 
But freedom of thought is a sterile 
and meaningless right unless we are 
free to discuss, to criticize and to de- 
bate. Criticism, discussion and debate 


are the only means to peaceful prog- 
ress. All history shows that without 
them, a society must stagnate and die. 


“The thought control of dictator- 
ships is imposed by force, but discus- 
sion, criticism and debate can be 
stifled by fear as well as by force. 
Persecution by public opinion can be 
as powerful as purges and pogroms. 
School teachers, government clerks, 
government officials and even busi- 
nessmen can be frightened out of their 
rights under the First Amendment as 
effectively as if that Amendment were 
repealed; and frightened men are at 
best irresponsible in their actions and 
at worst dangerous. Of all the forms 
of tyranny over the mind of man, 
none is more terrible than fear. 


“Of late, some of our people— 
often good people—have been blindly 
spreading just this kind of fear. In 
their zeal to combat communism they 
have been betrayed into using meth- 
ods and measures which impair the 
sources of our strength and thus play 
directly into the hands of the Krem- 
lin. They are making criticism socially 
dangerous. They are forcing con- 
formity through fear. They are ready 
to pillory anyone who holds an un- 
popular view or supports an unpopu- 
lar cause. As a result, too many of 
our fellow citizens have been afraid to 
speak out. All of this in a nation 
which has grown to greatness and 
glory because it has recognized the 
rights of non-conformists and dis- 
senters.” 


“We'll Have Good Times in 1956” 


Then to close a memorable meeting 

one of the largest, certainly the best 
attended at the sessions-level, and 
generally termed one of the most 
worthwhile—members were privileged 
to hear the best known man ever 
to work in the mortgage industry, 
W. Walter Williams, Under Secretary 


“Will good times continue in 1956? 
Of course they will, provided we 
maintain what I call the two main in- 
gredients of a sound economy—confi- 
dence and responsibility — in proper 
balance. 

“Today consumer purchasing 
power is high as a result of high rates 


36 THE MORTGAGE BANKER + December 1955 


of Commerce, former head of Con- 
tinental, Inc. of Seattle and a past 
president of MBA. Going over the en- 
tire route of our economy, he pointed 
out the substantial areas from where 
we derive our business strength—then 
turned to “How to Maintain Prosper- 
ity.” He said: 


of pay and employment. People are 
obviously in a confident, buying 
mood. Businessmen, too, are opti- 
mistic and confident. Sales are brisk. 
So the ‘confidence’ ingredient of a 
prosperous economy is present in 
abundance. 

“Now, what do I mean by respon- 
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sibility? Well, for one thing, both 
businessmen and consumers should 
take care not to become over-opti- 
mistic and to extend themselves too 
far. When businessmen let inventories 
build up too high or over-expand 
their plants in a spirit of speculative 
or excessive optimism, they are setting 
the stage for a corrective readjust- 
ment. Fortunately, neither of these 
conditions seem to be present. De- 
mand has been so strong that mar- 
keters have not been able to accumu- 
late much in inventories, and planned 
investments in plant and equipment 
seem to be amply justified by the 
growth of the population and upward 
trends in demand. 


“Consumers must exercise responsi- 
bility, particularly in not over-extend- 
ing their use of credit. For example, 
short and intermediate term credit in 
August rose to a new high for the 
sixth successive month. At $33.6 bil- 
lion it was up nearly $5 billion over 
a year earlier. The recent modest re- 
straints imposed by the Federal Re- 
serve Banks should have a healthy ef- 
fect in slowing down the expansion of 
credit and maintaining its quality. 


“The recent shift from 30 to 25- 
year terms on government-insured 
mortgages adds about 50 cents a 
month to every thousand dollars of 
mortgage debt. On a $10,000 mort- 
gage this increases the householder’s 
monthy payment by $5, and on a 


$20,000 mortgage, by $10. 


“It is hard to believe that an addi- 
tional $5 or $10 a month will have a 
very appreciable effect on the demand 
for housing and home mortgages. 


“The recent central-bank restraints 
on credit were taken in a period in 
which some moderate restraint was 
necessary in order to avoid passing 
from a period of high prosperity such 
as we are now in, into a period of 
price inflation which would not do 
anyone any real good. 


“In order to keep prosperity on a 
sustainable and non-inflationary level, 
the Federal government has been fol- 
lowing this policy of moderate credit 
restraint. It is by no means the intent 
of this policy to bring about a slump 
or a decline in the volume of home 
building, because that would have a 
detrimental effect on general eco- 
nomic conditions. 


“The credit restraints affecting 


housing and home financing had two 
purposes: To contribute to the gen- 
eral policy of avoiding inflation, and 
to keep building at a level that is 
sustainable in the future. 

“But in the credit field government 
action is no substitute for private re- 
sponsibility. You mortgage bankers 
and businessmen generally should take 
care that the credit you extend is 
well justified by the customer’s past 
record, present capabilities, and pros- 
pects for continued earning power. 

“Labor, too, must exercise responsi- 


bility. It is extremely important to 
remember that the only way that real 
wages can be increased is through in- 
creased productivity. If labor pushes 
for wages or other gains beyond the 
ability of the economic machine to 
increase productivity, inflation and 
economic disruption are bound to fol- 
low. It is just as simple as that. This 
elementary principle needs to be ham- 
mered home into the mind of every 
American citizen, no matter what his 
vocational pursuit may be, time and 
time again.” 
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MBA Election in Los Angeles 


LINDELL PETERSON, President — JOHN F. AUSTIN, JR., Vice President 


OR the third time in its 42 year 

history, MBA, in electing as presi- 
dent Lindell Peterson, president of 
the Chicago Mortgage Investment 
Company, has chosen a Chicago man 
to fill its top executive position. Elected 
to serve with Mr. Peterson, as vice 
president, is John F. Austin, Jr., presi- 
dent, T. J. Bettes Company, of Hous- 
ton, Texas. 


The new MBA president has long 
served on the MBA board of gov- 
ernors, and in 1953 was the recipient 
of the Association’s annual Distin- 
guished Service Award in recognition 
of his contributions to its educational 
program. (A more complete bio- 
graphical sketch appears elsewhere in 
this issue.) 


Mr. Austin, a graduate of the Uni- 
versity of Texas and the Graduate 
School of Banking at Rutgers Univer- 
sity, began his banking career in 
Texas, with the First State Bank of 
Frankston. He later became a state 
bank examiner in Texas and then 
served as senior bank examiner for 
the Federal Reserve Bank in Dallas. 
In 1942, he was elected cashier of the 
South Texas National Bank in Hous- 
ton, and a year later was elected vice 
president of the Houston Bank. Dur- 
ing the war he was in the Navy, prin- 
cipally as a lieutenant in the office of 
the Assistant Secretary of the Navy 
in Washington. 

In 1948, Austin joined the T. J. 
Bettes Company of Houston, as execu- 
tive vice president and, following the 
death of Mr. Bettes, was named presi- 
dent. He is president of the Texas 
Mortgage Bankers Association, a for- 
mer president of the Houston Mort- 
gage Bankers Association and director 
of the City National Bank of Houston, 
Harrisburg National Bank of Houston, 
First State Bank of Frankston and 
several local civic and charitable or- 


ganizations. 


Elected as regional vice presidents 
were: 

Region |: Peter V. Cloke, mortgage 
secretary, The Guardian Life Insur- 
ance Company of America, New 
York. 

Region 3: John A. Gilliland, vice 
president, Knight, Orr & Company, 
Inc., Jacksonville, Florida. 

Region 5: Frank P. Flynn, Jr., ex- 
ecutive vice president, National Homes 
Acceptance Corporation, Lafayette, 
Indiana. 

Region 7: E. R. Haley, president, 
General Mortgage Corporation of 
Iowa, Des Moines. 


John F. Austin, Jr. 


Region 9: F. M. Petree, president, 
Home Mortgage & Investment Co., 
Oklahoma City, Oklahoma. 

Region 11: Ward H. Cook, presi- 
dent, Ward Cook, Inc., Portland, 
Oregon. 

Elected to positions on the board 
of governors for terms ending 1959 
were: 

Jay F. Zook, president, Jay F. 
Zook, Inc., Cleveland, Ohio. 
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Thomas E. Lovejoy, Jr., president, 
The Manhattan Life Insurance Com- 
pany, New York. 

William A. Marcus, senior vice 
president, American Trust Company, 
San Francisco, California. 

H. Bruce Thompson, president, Co- 
lonial Mortgage Service Company, 
Upper Darby, Pennsylvania. 

Kenneth J. Morford, president, 
Burwell & Morford, Seattle, Wash- 
ington. 

Oliver M. Walker, president, 
Walker & Dunlop, Inc., Washington, 
D. C. 

Robert M. Morgan, vice president 
and treasurer, The Boston Five Cents 
Savings Bank, Boston. 

Robert Tharpe, president, Tharpe 
& Brooks, Inc., Atlanta, Georgia, was 
elected to the board of governors for 
a term expiring 1957, to fill the 
vacancy created by Mr. Austin’s elec- 
tion as vice president. 

Elected as associate governors-at- 
large were: 

Region 1: Harry Held, vice presi- 
dent, The Bowery Savings Bank, New 
York. 

Region 3: Lon Worth Crow, Jr., 
president, Lon Worth Crow Com- 
pany, Miami, Florida. 

Region 4: Stanley M. Earp, presi- 
dent, Citizens Mortgage Corporation, 
Detroit, Michigan (to fill unexpired 
term of Robert H. Pease, resigned). 

Region 5: W. W. Wheaton, presi- 
dent, The Galbreath Mortgage Com- 
pany, Columbus, Ohio. 

Region 7: Robert L. Beal, president, 
Iowa Securities Company, Waterloo, 
Iowa. 

Region 9: B. B. Bass, president, 
American Mortgage and Investment 
Company, Oklahoma City, Oklahoma. 

Region 11: Ward A. Smith, presi- 
dent, Ward Smith, Inc., Tacoma, 
Washington. 

















They Will Help Direct Association's Affairs 





T. E. Lovejoy, Jr. |H. Bruce Thompson W. A. Marcus Kenneth J. Morford Oliver M. Walker 








Jay F. Zook Robert M. Morgan Peter V. Cloke J. A. Gilliland 





Frank P. Flynn, Jr. E. R. Haley 





Lon W. Crow, Jr. W. W. Wheaton 








>> REALTY OWNED: Purchase 
of $234,000,000 of real estate in the 
first nine months of this year brought SAA/ FHA and VA MORTGAGES for INSTITUTIONAL INVESTORS \@M, 
the aggregate realty holdings of the 
nation’s life companies to $2,492,- 
000,000 on September 30. The 


5. b.Hammerman Org. 





greater part of this is investment MORTGAGE BANKERS 

realty, held for rental purposes, $1,- 

439,000,000 being commercial and 16 Park Avenue—Baltimore 1, Md.—PL. 2-8661 
industrial properties for rent and 1720 Eye St., N.W. — Washington, D.C. — STERLING 3-2363 








$460,000,000 being rental housing. 
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Mrs. Ruth Bettes 


The agenda of MBA’s Los Angeles 
Convention included the election of 
Trustees for the MBA Research and 
Educational Trust Fund. Elected 
chairman was: 

Aksel Nielsen, president, The Title 
Guaranty Company, Denver. 

Others named: 

Franklin Briese, vice president, The 
Minnesota Mutual Life Insurance 
Company, St. Paul—one year. 

Mrs. Ruth Bettes, chairman, T. J. 
Bettes Company, Houston—one year. 

Peter V. Cloke, mortgage secretary, 
Insurance Com- 
New York—two 


The Guardian Life 
pany of America, 
years. 

Harry Held, vice president, The 
Bowery Savings Bank, New York 
two years. 

Lawrence G. Gillam, assistant vice 
president, Metropolitan Life Insur- 
ance Company, New York — three 
years. 

Byron T. Shutz, president, Herbert 
V. Jones & Company, Kansas City, 
Missouri—three years. 

William A. Clarke, president, W. A. 
Clarke Mortgage Company, Phila- 
delphia—four years. 

Robert H. Pease, vice president, 
Draper and Kramer, Inc., Chicago- 
four years. 

Entering into its third year of 
activity, the Trust Committee—in 
adding up the past year’s accomplish- 
ments—could score to its credit sev- 
eral MBA “firsts.” Among these was 
its sponsorship last June at Ann 
Arbor, in cooperation with the Uni- 
versity of Michigan, of the first con- 
ference on Mortgage Banking for 
Business School Deans and Selected 





Named Trustees of MBA Trust Fund 


ey 





L. G. Gillam Byron T. Shutz 


Staff Members of Colleges and Uni- 
versities. Attended by representatives 
of some 33 educational institutions, 
the Conference was an unqualified 
success; and it is to be hoped, will 
pave the way for similar meetings in 
the future in other 
sections of the 
country. 

Another Com- 
mittee “first” was 
the initiation of a 
student placement 
program, by which 
the personal data 
records of out- 
standing college 
graduates inter- 
ested in mortgage banking careers are 
made available to MBA members. 
Also underway at present, under Trust 


Aksel Nielsen 


T 









W. A. Clarke Robert H. Pease 


Committee sponsorship, is the prepa- 
ration of an extensive bibliography of 
library materials available at MBA 
Headquarters Office, Northwestern 
University and New York University. 
The library materials of Stanford 
University, UCLA and the Library 
of Congress might also be included. 
UCLA and the Library of Congress 
might also be included. 

Among the many activities planned 
for the forthcoming year, in addition 
to its continuing research projects of 
varied types, the Trust Committee 
will take its first active steps in its 
campaign for money to carry forward 
the purposes of the Fund. 

(Above, the Trustees, except for 


Mr. Held, also elected an associate 


governor and Mr. Cloke, named a 
regional vice president.) 








RAYMOND HOLLAND 
President 


Houston Club Building 
P. O. Box 3085 
Houston 1, Texas 





A Company strong enough and 
with the long experience necessary to be 


*“A MORTGAGE MAN’S COMPANY” 





THOMAS B. LAYTON 
Executive Vice-President 


Inquiries invited 
regarding attractive 
General Agency Contracts 
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A STATEMENT OF POLICIES AND OBJECTIVES 


N ASSUMING the duties and responsibilities of 
MBA president, I want to thank the Associa- 
tion’s members for entrusting these tasks to me and 
to assure them that they will receive my full and 
MBA has 


been fortunate in its choice of 


complete attention. 


men who have directed the As- 
sociation; I am anxious to con- 
tinue the excellent record of ac- 
complishment which they have 
established in the past. My im- 
mediate predecessor, Wallace 
Moir, gave the Association one 





of the finest years it has ever 


Lindell Peterson 


experienced and every member 
owes him a considerable debt of gratitude. 


In embarking on a new Association year, a re- 
statement of some old principles and an enunciation 
of several new ones will assist members in fully 


understanding our objectives: 


First, I recognize that a trade association’s only 
reason for existence is to serve its members—as well 
and as completely as is possible within the limits of 
its resources. Service to our members will be a 


cardinal policy with me. 


Second, in a field as competitive as ours, I want 
the Association to utilize every facility to assist 
members in getting and holding their business. 


Third, I want the mortgage man’s position in our 
economic machine better understood. It is disturb- 
ing to me that the public little understands the 
vital and essential role we play in the economy. 


Fourth, the government is a partner in our indus- 
try—and it is becoming a more influential partner 
each year. I want to see a better understanding on 
the part of those within our industry of the govern- 
ment’s participation and the political and economic 
influences which motivate this participation. 


Fifth, our educational program is one of MBA’s 
greatest achievements, an accomplishment of the 
highest order. No other Association has surpassed 


Report to the Members 


us in what we have done for our own industry in 
this respect. But where it can be improved and 
expanded, we should strive to do so. 

Sixth, mortgage servicing has become, and will 
continue to become, a more and more important 
part of mortgage lending. I can assure you that the 
Association will neglect no opportunity to help our 
industry achieve better and more profitable serv- 
icing—an effort in which we have already been 


conspicuously successful. 


Seventh, our publications are a vital part of our 
service and I will make every effort to see that they 


become more useful to our members. 


Eighth, our charitable trust, in which I take a 
particular interest, is now in an active stage of 
operation and I want to see it attain more of the 
objectives which have been set for it. 


This is a crucial time for mortgage lenders. The 
mortgage structure is sound, but we face problems 
as serious as any we have had in the past. We 
are in the midst of an important experiment in 
economic and monetary management, the success 
or failure of which may determine the stability of 
our operations in the years ahead. Every mortgage 
man must be aware that the stakes are high and 
the rewards are great in the undertaking now 
under way. We must not lose sight of our past 
goals, one of which is to prevent the further deteri- 
oration of FHA as a sound mortgage insurance 
agency. We must do all we can to improve the 
competitive position of conventional lending. A 
serious start should be made in modernizing obso- 


lete state foreclosure and investment laws. 


The Association has a full complement of com- 
mittees to work on every phase of our activities; 
but the results we achieve will rest upon the extent 
of assistance and cooperation which all members 
extend—and I know it will be ample this year as 


it has been in the past. 


—nflteee, Nitin. 


PRESIDENT 
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They Were “Shere 


4 tradition at MBA meetings is to 
turn a camera On those whe were 
there and come up with shots of some 


of them. Always there is the expec- 
tation that some of what is recorded 
will have a candid-camera quality; 
the result is almost always the face-to- 
the-camera kind, as these are. Above, 


% 
4 





right, you see, W. D. Keller, W. D. 
Keller Investment Co., Corpus 
Christi; C. Ellis Hunt, Chandler 
Frates Company, Tulsa; Roy C. John- 
son, Albright Title and Trust Co., 
Newkirk, Okla. Center, M. McCon- 
nell, W. J. Martin and Alfred L. 
Raney, all of Mortgage and Trust 
Co., Houston. Next in the gallery, 
James C. McKendrick, Detroit Mort- 


= 
. * 
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predominantly “local people” who did 
a masterful job as Convention hosts: 
R. H. Hamilton, Citizens National 
Trust and Savings Bank, Los Angeles; 
Walter W. Keusder, Home Builders 
Institute, Los Angeles; John E. Mc- 
Govern, Housing Securities, Inc., Los 
Angeles; Carroll R. West, Title Insur- 
ance & Trust Co., Los Angeles. Cen- 
ter, William O. Cotton, Cottor. Mort- 
gage Co., San Diego; C. Edwin 





, 







: 
q 





gage and Realty Co.; Kenneth D. 
Hall, Menarch Investment Co., Wich- 
ita; Max A. Noble, Noble Mortgage 
Co., Wichita; and Harold A. Pence, 
Monarch Investment Co. 

Lower group, that’s G. Clarence El- 
liott, Great-West Life Assurance 
Company, Winnipeg, flanked, left, by 
Lawrence Rebbins and, right, Wal- 
lace Moir, both Wallace Meir Com- 


‘ V1 i 


Courtney, Washington Title Insur- 
ance Co., Seattle; John Rush Lane, 
Hollingsworth Mortgage Loan Co., 
Los Angeles. Right, all from Los An- 
geles: Joseph R. Jones, Security-First 
Nationai Bank; Urban K. Wilde, 
Coldwell, Banker and Co.; E. W. 
Muhsfeld, Insurance Funds Mortgage 
Co.; Ernest J. Loebbecke, Title In- 
surance & Trust Co. 

In the center panel, below, left to 


pany, Los Angeles. Next, D. Clair 
Sutherland, Bank of America, San 
Francisco and, right, R. F. Moretti, 
same institution. Center, Vice Presi- 
dent John F. Austin, Jr. Last photo, 
Ray R. Reece and Charles H. Kopke, 
Commerce Trust Co., Kansas City, 
left and right, and in the middle, 
Watt Webb, Jr., Missouri Bank and 
Trust Co., Kansas City. 








They Were “Shere 


They came from Seattle, everyone 
of them: C. E. Courtney, Washington 
Title Insurance Co.; V. V. Brice, 
White & Bollard, Inc.; Harry L. 
Shaw, Olympic National Life Insur- 
ance Co.; A. R. Jarvis, Burwell & 
Morford, Inc.; Hugh H. Benton, Jr., 
White & Bollard, Inc.; Ben J. Smith, 


Center panel, left to right, MBA 
President Lindell Peterson with James 
H. Magee, John Hancock Life, Gor- 
don Stimson, Wallace Moir Co., and 
R. C. Larson, C. A. Larson Invest- 
ment Co., both of Beverly Hills. 

Second, H. E. Peterson, Life Insur- 
ance Company of Virginia, Rich- 
mond; J. W. Jones, Jones-West Mort- 
gage Co., Dallas; W. T. Thomson, 


Seattle Mortgage Co.; and R. P. Wil- 
liams, National Bank of Commerce. 

Center, George H. Dovenmuehle, 
Chicago; L. Douglas Meredith, Mont- 
pelier, Vt.; W. F. Keesler, Boston; 
Aubrey M. Costa, Dallas and George 
L. Campbell, Sun Life Assurance 
Company, Montreal. 

Distinguished speaker: Fred F. 
Florence, ABA president, Dallas, at 
Legion dinner with Owen M. Murray, 


Home Life Insurance Co., New York; 
Brown L. Whatley, Jacksonville. 
Next, William I. De Huszar, Ted 
Buenger and George H. Doven- 
muehle, Dovenmuehle, Inc., Chicago 
with (second from right) R. B. Pat- 
rick, Bankers Life Co., Des Moines. 
Below, that’s Holman D. Pettibone 
and Paul W. Goodrich, Chicago Title 
& Trust Co., left and right. Center, 


left, and Jerry B. Frey, Jr., right, also 
of Dallas. 

Mr. Florence made one of the prin- 
cipal talks at the Convention, address- 
ing the mortgage men on the thesis 
that while our economy appears to 
have great strength, it behooves every 
lender not to let his enthusiasm for 
present-day prosperity obscure the 
principles of sound credit which he 
knows to be right. 





C. H. Bonnin, Metropolitan Life. 
Next, all Denver, Orlin E. Wood, 
Service Investment Co.; John P. Mi- 
zicko, A. D. Wilson & Co.; C. A. 
Bacon, Mortgage Investments, Inc.; 
and George W. Stewart, Van Schaack 
& Co. Then, R. T. Tucker and 
J. Walter Tucker, Jr., Tucker & Bran- 
ham, Inc., Orlando; with Frank W. 
Reed, First National Bank of Orlando. 





They Were “Shere 


More who were at Los Angeles: 
Thomas Coogan, New York; R. F. 
Moretti and D. Clair Sutherland, San 
Francisco; L. O. Kerwood, Chicago; 
Jack Yates, Jacksonville, Fla.; Frank 
J. McCabe, Jr., Chicago; Norman 
Nelson, St. Paul; and Frank Champ- 
lin, Los Angeles. 


Harold James H. Ma- 


Messinger: 


the 


Los 


One ol 
about the Angeles 
was the hospitality booth maintained 
Southern MBA 


assistance of all was 


helpful things 
Convention 


most 


California 

kinds 
Staffing it 
at this moment were Allan Dorfman, 
I 7 Bettes Co.: Arnold Wilken, VA: 


by the 
where 


available and freely given 





ee 
52% 


gee, Boston: and Wallace Moir, Bev- 
erly Hills. 

Pausing feet: A. J. Zotos 
and Jim Key, Key Investment Co., 
Odessa, Texas; Mrs. W. M. Callaway 
and Mr. Callaway, South Coast Mort- 
gage Co., Beaumont; and Emil Beck, 
Key Investment Co., Odessa. 


to rest 


Center panel, Paul M. Jones, left, 
and Byron T. Shutz, right, Herbert V. 
Jones & Co., Kansas City; second 


J. R. Lane, Hollingsworth Mortgage 
Loan Co.; R. H. Hamilton, Citizens 
National Trust and Savings Bank. 

At the Mutual Benefit Life Insur- 
ance Company party: Paul A. Nalen, 
left, and Robert E. Smith, right, of 
Mutual Benefit, Newark; and, center, 
Otto K. Olsen, postmaster of Los An- 





from left, W. C. Weaver, Jr., Nash- 
ville. 

All from Detroit: Earl Heenan, 
Emmett E. Sullivan, Stanley W. Earp, 
J. W. Watson and James C. Mc- 
Kendrick. 

From right to left this time: Wil- 
liam L. Bader and James K. Neill, 
National Mortgage Co., Portland, 
Ore.; and Stuart Fagan and Paul 
C. Wright, California-Western States 
Life Insurance Co., Sacramento. 


geles; and Ormonde A. Kieb, assistant 
postmaster general. 

Then, George W. Elkins, George 
Elkins Co., Beverly Hills; M. Gerecke, 
The Canada Life Assurance Co., 
Toronto; R. C. Larson again; John J. 
Lyman, Dwyer-Curlett & Co., Los 
Angeles, a host committee member. 














The Ladies in the Picture 


And they were much in evidence in 
Los Angeles, more than 800 of them. 
Many attended the companion dinner 
in the Beverly Hilton Hotel held con- 
currently with the Mortgage Bankers 


Legion dinner Saturday preceding the . 


Convention opening and practically 
all of them were out later for the 
luncheon and fashion show in the 
same hotel. Then they were back 
Wednesday evening for the annual 
re-opening of Club MBA, this year 
featuring Moirama, a program of 
variety entertainment produced by 
MBA’s own impresario, Clint Noble. 
Above, two views of models dis- 
playing latest California creations at 


the style show; Mrs. Moir receiving a 
gift of Swedish glass at Convention 
close and her table at the Saturday 
dinner including: Mrs. Richard 
Keene, Mrs. Frank Rees, Mrs. Regi- 
nald Miner, Mrs. Lawrence Robbins, 
Mrs. Edward Dorrester, Mrs. Harold 
Messinger, Mrs. James A. Magee and 
Mrs. Moir. 

Below, at the same affair, Mrs. 
George H. Dovenmuehle, Chicago, 
whose husband was the retiring Le- 
gion Grand Marshall, with Mrs. Moir 
and Mrs. Lindell Peterson. Below, a 
view of the Saturday dinner. Right, 
two tables at the Ladies Legion din- 
ner. Above: Mrs. Peterson’s table, in- 








cluding Mrs. P. Warren Smith, Mrs. 
Arthur Youngberg, Mrs. J. Ray 
Mitchell, Mrs. M. O. McKevitt, Mrs. 
James P. Meade, Mrs. E. von Borries, 
Jr., Mrs. John L. Cameron and Mrs. 
Peterson. 

Below, Mrs. George H. Patterson, 
Mrs. Paul Goodrich, Mrs. Harold 
Moore, Mrs. Holman Pettibone, Mrs. 
Bentley McCloud, Mrs. George Boyle, 
Mrs. Ben Shapiro, Mrs. George H. 
Dovenmuehle and Mrs. E. R. Haley. 

Interesting sidelight concerning the 
ladies in Los Angeles: this year more 
of them attended the Convention ses- 
sions than at any previous meeting. 
Whether it was because they’re more 
interested in their husbands’ business 
now than before or this program had 
more appeal is not known. 
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76a They Sat Down to Dine... 


Everyone who has ever attended a 
Convention MBA or 
knows that a good part ol Convention 
There 


otherwise 


time is consumed by eating. 
are breakfasts, dinners, luncheons, re- 


ceptions, all sorts of affairs where a 


part of the business at hand is eating. 


Small wonder, then, that many people 





H. Dovenmuehle momentarily absent. 

Continuing along the calorie cir- 
cuit during the Los Angeles Conven- 
tion, in the center tier are three more 
tables of people watching the show at 
Club MBA. Left, a group from John 
F. Austin’s party and, next, a group 
with Mr. and Mrs. Austin. Right, 
table of Wallace Moir. 

Lower tier, left, table at Club MBA. 
HHFA Administrator Albert M. Cole, 


say a Convention is no place to lose 
weight! 

MBA meetings are no exception; in 
fact they’re worse because there are 
more social functions at them. These, 
then, are views of people who were 
there after they had sat down to dine. 
[he time, the place and the occasion 


Mrs. Wallace Moir and party. Next, 
Mr. and Mrs. Lindell Peterson and 
party including the distinguished and 
long-time member of MBA, Mrs. 
Minnie Miller of Salt Lake City. 
Then, Mr. and Mrs. Ward Cook of 
Portland with (right) Lowell Baker 
of Portland. 

Club MBA this year played to the 
biggest business it has ever had, more 


than 1,100 in the Pacific and Sierra 


vary but the objective is the same- 
the people are dining, have dined or 
are getting ready to. 

Top tier, view of Club MBA and, 
to the right, the Mortgage Bankers 
Legion with a view of the speakers 
table. Seated: Frank J. McCabe, Jr., 
Franklin Briese, George H. Patterson, 
Wallace Moir, Lindell Peterson, E. R. 
Haley, Samuel E. Neel and G. H. 
Knott—with Grand Marshal George 


Rooms and it would have been a 
larger group if the space could have 
accommodated them. 

Some other as-they-sat-dewn-to-dine 
groups, unfortunately not pictured 
here, were the investor affairs, those 
of the life companies and others. 
There were more of these than ever 
before—and they’re welcomed because 
they reflect the continuing high inves- 
tor interest in MBA. 





... and Then “Paced the Camera 


We’re still at Club MBA, left, cen- 
ter couple, Mr. and Mrs. Ralph E. 
Bruneau of Phoenix. Two right pho- 
tos, taken at the Get Acquainted 
Breakfast for new members. 

This was an innovation in 1955, 
an effort to get together the repre- 
sentatives of all new Association mem- 


Center tier, above, another group 
at the Get Acquainted breakfast for 
new members, the table of Mr. Aus- 


tin; then two groups, members and 
Association staffers. Below, Mr. and 
Mrs. Robert E. Goldsby, Elizabeth, 
N. J. and Marvin A. Reynolds, Chi- 
cago. Next, a Legion group standing 
for the cameraman with Al Drake of 
Birmingham preferring to sit it out. 


Right, in the lower tier, coffee line 








ber firms joining during the past year. 
With MBA Conventions becoming 
what they have become in recent 
years, putting on something like this 
isn’t easy because everyone has so 
many business and social commit- 
ments. But it worked; a representa- 
tive group attended and it holds 


at the morning breakfast which Title 
Insurance and Trust Company of Los 
Angeles sponsored every morning—a 
welcome addition to the Convention 
activities. At the urn, Bernard A. Ep- 
ter, Lawrence A. Epter & Associates, 
New York; Jack Norton, Industries 
Mortgage and Investment Corp., Ft. 
Wayne, Ind.; Robert W. Ullman, 
Metropolitan Mortgage Corp., Los 
Angeles; and George D. Anthony, 


promise for future years. And some- 
thing else happened in Los Angeles of 
which probably few members were 
aware: it was the first annual Con- 
vention attended only by Association 
members. (A few non-member in- 
vestor ref esentatives were there by 
invitation.) A members-only rule has 
been effective for several years but 
enforcement has been difficult, to say 
the least. This year it held. 


Consolidated Mortgage Co., Inc., 
Cleveland. 

There were many other Convention 
innovations in Los Angeles, and mostly 
they came from the top. Actually it 
was a Moir meeting in more ways 
than one. President Moir planned 
the program, devised the souvenir 
program book, added many Moir 
flourishes such as music in the morn- 
ing. Together, they made a difference. 
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Annually, for the past decade, a 
secret committee has met, studied the 
record of member accomplishments 
and efforts during the preceding year 

with full recognition of what each 
has contributed in past years as well 

and has then selected one to receive 
the Association’s Distinguished Serv- 
ice Award. 


At the Los Angeles Convention the 
man named was Willis R. Bryant, 
vice president of the American Trust 
Company of San Francisco. He was 
one of the pioneers in making the As- 
sociation better known on the West 
Coast and working to increase our 
membership in that area during a 
period when MBA was not well repre- 
sented there. Later he became inter- 
ested in the Association’s educational 
program and has worked actively on 
behalf of our Stanford University 
seminar and later the School of Mort- 
gage Banking there. 

He is the first Californian to re- 
ceive it. He is a graduate of the Uni- 
versity of Washington, and joined 
American Trust Company in 1928. 
He has been a faculty member of the 
University of California Extension 
course, Golden Gate College, and the 
American Institute of Banking and 
has lectured extensively at the MBA 
courses. He is the author of “Mort- 
gage Lending: Fundamentals and 
Practices,” soon to be published. 


Left, above, Mr. Bryant receiving 





















Willis R. Bryant Receives 1955 
MBA Distinguished Service Award 


his plaque. Right, George H. Patter- 
son, secretary-treasurer of MBA, re- 


E. R. Haley New 


E. R. Haley of Des Moines was 
named Grand Marshal of the Mort- 
gage Bankers Legion to succeed 
George H. Dovenmuehle of Chicago 
and Edward F. Lambrecht of Detroit 
was elected secretary for the coming 





E. R. Haley and E. F. Lambrecht 


year. All this took place at the an- 
nual dinner meeting of this honorary 
organization, with ties to MBA—that 
is, its members consist of those who 
have served at least one term on its 
board. This year those attending, in- 
cluding their invited guests, numbered 
more than 275. The organization is 
unique in that it devotes what is be- 
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ceived a plaque in recognition of his 
completion of a quarter of a century 
of service in his present post. The in- 
scription paid high tribute to his abil- 
ity and devotion to the Association’s 
welfare and dubbed him “Mr. Mort- 
gage Banker.” 


Legion Marshal 


lieved to be the least amount of time 
to business matters of any group on 
record. 


At this year’s meeting considerable 
time was spent in the formality of 
awarding Wallace Moir his Doctor of 
Prestidigitation degree.* The group 
making the award, all attired in gay 
caps and gowns, were Norman Nel- 
son, Aubrey M. Costa and E. R. 
Haley and with the degree went an 
elaborate hand-embroidered stole, de- 
picting scenes from Moir’s career as 
a magician and slight-of-hand artist. 


Other business taken care of was 
awarding honorary life memberships 
te Frank J. McCabe, Jr., Samuel E. 
Neel and G. H. Knott. 


*What for? Well, read this—it’s official: “Is accep 
it superiorus accumulus in ejus agmi et cum detuit 
respectare pro brevis sentius suus extrate accom- 
»laciarum-convenere lonae-nos summus exaltus a 
Eeassodiens rimus recipiis doctorum dudum sed 
moratus wd ee legionis, Wallibus Moirum de 
Beverly Hills, California. Ejus artifucus in sor- 
corum et legerdemanis est responsum sed coastus 
a coastus. Phoolybus is est residurum non strongus 
sed dare id theoris liberalum moratus lentatum. 
Omnis factore habuimus, propter, et post grievum 
lacturas et deliberationas regis moratus bacchorum 
legionis et eorum ducis dedit tu, Wallibus Moirum, 
vos primus et vos ultimus honarium dudae. Tu, 
sir, esse as doctore Wallibus Moirum. Id est meus 
honorarium a dare a tu Doctorum of Prestidigita- 
tione. Cravate presentium a tu est vos signum et 
e vos espensium. Ponsuit id militium.” 







































High in the hills of Bel Air, to the 
magnificent estate of Mr. and Mrs. 
Wallace Moir, a group of members 
went for luncheon on Sunday preced- 
ing Convention opening. The Moirs 
love Hawaii, and the affair reflected 
the color and charm of these islands 
in the Pacific. Members were greeted 
by the host and hostess with Hawaiian 
leis of orchids from the Islands; and 


since it is traditional in Hawaii that 
when you receive a lei, a kiss is the 
next order of business, that is taking 
place in the photos above. Left, 
above, guests gather to hear the Ha- 
waiian music and watch the dancing; 
some of them, right, are John Gilli- 
land, Donald E. Nettleton, J. Fred 
French, Mr. and Mrs. Gordon Stim- 
son and P. S. Bower. 





Below, Robert Tharpe, James W. 
Rouse and John C. Thompson at the 
buffet where the delicacies included 
chicken almond, Oahu fried rice, Chi- 
nese peas, fruit platter with Polyne- 
sian dressing, Kona coffee and 
cream Aloha. 


Below, another group, all with leis, 
and right, above, Robert M. Morgan, 
W. F. Keesler, Mrs. Arthur W. Viner, 
Aubrey M. Costa and Mr. Viner. 

And, last but certainly not the least 
interesting Convention photo, is—you 
are correct—Wallace Moir and Joseph 
R. Jones learning to do the hula with 
expert instruction. They learned fast. 
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T 1546 Green Bay Road, in the 
A quiet Chicagoland suburb of 
Highland Park, there is a modest, 
white stucco Dutch colonial house, 
attractively set off by green lawn, 
great old oaks and carefully tended 
shrubbery. Serene, and with reassur- 
ing dignity, it reflects well the person- 
ality and character of its owner; for 
here lives Lindell Peterson, MBA’s 
newly-elected chief executive, and his 
petite, pretty wife, Dorothy. 

“Pete,” as he is most familiarly 
known, is a man whose accomplish- 
ments make him admirably suited for 
leadership in the Association repre- 
senting an industry as multi-faceted 
as is the mortgage industry today. 
And yet, had the fates decreed other- 
wise, the mortgage industry might 
never have had this man’s particular 
talents—for Pete, at one time, had set 
his sights on a career in medicine. 

Chicago-born, Pete passed his early 
years in that city and in suburban 
Oak Park, where he graduated from 
high school. Graduation was followed 
by a year’s respite from educational 
pursuits, during which time he gave 
serious consideration to the possibili- 
ties of preparing for the medical 
profession. 


Off to War 


Ultimately, however, the idea was 
rejected, and Pete entered the Uni- 
versity of Illinois. World War I came 
along, and he left college after his 
freshman year to volunteer for over- 
seas service. He spent two years in 
France with a base hospital unit. His 
ambitions to “get off the ground” and 
into a flying unit remained strictly 
within the realm of wishful thinking, 
for illness, followed by a long period 
of convalescence, and the insurmount- 
able obstacle of a lack of flying hours 
to his credit all conspired to keep him 
at ground level. 

With overseas service completed, 
Pete returned to the University, from 
which he graduated in 1921 with a 
B.S. degree in Commerce. Again, the 


Meet 


fates stepped in and attempted to 
divert him from his destined paths. 
This time they appeared in the guise 
of a beckoning law career; however, 
though Pete actually did study law for 
a period at the Kent College of Law, 
he never completed the curriculum. 

Instead, he entered real estate with 
the Chicago firm of Baird and War- 
ner, on the city’s north side. Later, he 
joined the company of John Cum- 
mings Lindop in Oak Park where he 
remained for nearly 10 years, and 
next became affiliated with Nelson 
Hunt & Co. with offices at 1 North 
La Salle Street. 

In 1945, Nelson Hunt & Co. be- 
came the Chicago Mortgage Invest- 
ment Co., and Pete became its presi- 
dent. These offices continued to house 
the firm until a year ago, when a 
move was made to the present loca- 
tion at 209 South La Salle Street. 

If, when one comes to know MBA’s 
new president, and to talk with him 
for any length of time, he soon rea- 
lizes that the University of Illinois 
(and Sigma Chi fraternity, with 
which Pete and both his sons are affili- 
ated) holds a special place, dear to 
his heart, it is readily understandable; 
for it was there that he first met Dor- 
othy, his wife. She was a freshman 
when Pete was a senior. Subsequently 

they recall—their engagement, once 
Pete left the campus for his work in 
Chicago, became one of long distance 
commuting, of frequent trips to 
Champaign by Pete, and somewhat 
less regular visits by Dorothy to 
Chicago. 

Married in 1923, Pete and Dorothy 
made their home in Oak Park. It was 
during this early period of newly- 
married life that there developed a 
friendship between Pete and the man 
who today is his partner in the Chi- 
cago Mortgage Investment Co.— 
Harry Eigelberner. 

As an individual, Pete is a man of 
varied interests and simple pursuits. 
After leaving Oak Park and before 
settling in Highland Park, which has 
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been their home now for 17 years, the 
Petersons resided in Skokie, Ill. There 
Pete indulged his lively interest in 
gardening, which once included the 
personal maintenance of an ample 
vegetable garden. Today, however, 
that enthusiasm has subsided into an 
occasional lazy afternoon of puttering. 


Interests and Hobbies 


Pete is interested, too, in antiques, 
and through the years has acquired a 
sound layman’s knowledge of period 
furniture pieces. Evidence of this in- 
terest is obvious to anyone casting an 
eye about the Peterson home. Pete— 
and Dorothy, too—are especially 
proud of a favorite tufted, green vel- 
vet Victorian sofa, chosen by Pete. 

Once an avid reader, whose tastes 
covered a broad field of subject mat- 
ter, Pete ruefully concedes that nowa- 
days business pressure and Association 
commitments limit his reading prin- 
cipally to those books and _ publica- 
tions of direct relevance to his work. 
The book-lined walls of the living 
room at 1546 Green Bay Road reflect, 
we are told, the selective reading 
tastes of the lady in the house. 

Sports rank high on Pete’s list of 
interests—and when he isn’t partici- 
pating in any personally, he is watch- 
ing others on TV. A football and 
basketball letter man in high school, 
his interest in sports was carried on 
into his college career. Fishing and 
golf once occupied much of Pete’s 
leisure hours, but not so much now. 
Though Pete still plays a fair game of 
golf (he once won a “hole in one” 
trophy at the Key Biscayne Resort in 
Florida) he is not much seen on the 
links these days. 

A good singer, Pete seldom uses his 
voice for vocalizing—not even in the 
time-honored habit of bathtub croon- 
ing. He does, however, hold member- 
ship in that most illustrious of frater- 
nal orders, the Organization for the 
Preservation and Encouragement of 
Barber Shop Harmony in America. 
And, incidentally, Pete is an ardent 
devotee of Dixieland music. 
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President 


The Peterson family, in addition to 
Dorothy and Pete, consists of their 
two sons, Frank Lindell and Jerome 
Burns, neither of whom now reside 
at home, and a young daughter-in- 
law, the wife of Jerome. Frank, 29 
and single, is an electrical engineer 
and nuclear physicist. Like his Dad, 
he is a graduate of Illinois and at the 
present time, after working for a while 
in the East, is now back at Illinois 
doing research work in atomic energy. 
Jerome, though a graduate of Pur- 
due, nevertheless carries along the 
family tradition by currently being in 
his third year at the University of Illi- 
nois Law School. He is 27 years old. 

Members of the First Presbyterian 
Church in Highland Park, both Pete 
and Dorothy once taught Sunday 
school during their period of resi- 
dence in Skokie. It was then, tod, 
when his own sons were of scouting 
age and active in Scout activities, that 
Pete served as a Cub Scout leader. 

He is a man who, basing his life on 
sound Christian principles, carries 
with him in the conduct and activity 
of each and every day those precepts 
upon which he has predicated his life. 
His is a warm and friendly personal- 
ity, with plenty of room for kindness 
and courtesy to all, to even the small- 
est of God’s creatures. 


The Squirrel Affair 


In connection with this, there is 
one incident which Mrs. Peterson re- 
calls, when she—after being cornered 
behind the locked door of her bath- 
room, while several prankish squirrels 
with soot-stained paws, who had 
gained access to her bedroom via the 
fireplace chimney, romped about at 
will. Finally, and with some misgiv- 
ing, she peeked timidly into the room 
and found Pete—who had come to 
her rescue—calmly reasoning with the 
little creatures, and in his best MBA 
speaking voice reassuring them and 
endeavoring to coax them through an 
open window and out of the room. 


Under similar circumstances, others 


might well have taken after the squir- 
rels with a broomstick or a more ef- 
fective implement—but not Pete. 

A former member of the MBA 
board of governors, Pete has given 
generously of his time and his ability 
in furthering Association interests and 
in contributing immeasurably to its 
continuing growth and expansion. In 
1953, MBA presented him with its 
annual Distinguished Service Award 
in recognition of his work as head of 
its educational program, a program 
embracing at that time two Mortgage 
Banking Seminars at Northwestern 
University, a third at Stanford, and 
a Senior Executives Course at New 
York. The program has expanded 
many-fold in the past two years, and 
always there has been behind it Pete’s 
great personal interest and willing 
contributions — both in participation 
and in the realm of constructive sug- 
gestion. And, always, his ideas reflect 
the planning and careful consideration 
which goes into them. 


His Interest in Education 


MBA’s educational program and its 
continued progress and expansion is 
but one phase of over-all MBA activ- 
ity in which Pete is most strongly con- 
cerned. To insure an undiminishing 
furtherance of this activity, Pete con- 
ceived the plan for the establishment 
of a charitable trust fund to broaden 
the scope of education concerning 
mortgage banking in school curric- 
ulums. The program is now in force 
and its widespread benefits are obvi- 
ous to all members. 

Pete is a past president of the Chi- 
cago Mortgage Bankers Association 
and a vice president, Illinois chapter, 
of the American Institute of Real 
Estate Appraisers. He is a member of 
the Union League Club of Chicago, 
the Executives Club of Chicago and 
the Exmoor Country Club. 

In his last official President’s Page, 
Wallace Moir, Pete’s immediate pred- 
ecessor, termed the welcoming into 
office of our new president as the 





Lindell Peterson 


“year’s happiest event.” The Associa- 
tion membership will echo this 
thought and unite in agreement that 
this is especially so in welcoming into 
office our 42nd President of MBA, 
Lindell Peterson of Chicago. 

For Lindell Peterson is a man with 
foresight. He does not allow the im- 
mediacy of present events or needs 
obscure the broader, greater reaching 
possibilities of the future; nor will he 
ever neglect the present to indulge in 
ambitious dreams of an uncertain fu- 
ture. He is a man of determination 
and one of firm conviction; he is not 
readily swayed in making policy de- 
cisions or pledging allegiance to any 
one cause or principle, but once com- 
mitted his devotion and loyalty is gen- 
uine and lasting. He is a man of con- 
centration and devotion to detail. 

His past record speaks for itself. He 
has proved his capabilities as an ad- 
ministrator, as an originator of ideas, 
as a leader of people. He is a man 
to whom the over-all good and future 
of MBA has been and will forever be 
of prime consideration. 

If, in itself, devotion to a cause is 
insurance of success for that cause, 
then MBA, in its new President, Lin- 
dell Peterson, has chosen wisely in- 
deed, and may look to the year ahead 
with every confidence and assurance 
of continuing success. 

—Rosert J. Beran 
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MBA Adjourned Session in Hawaii 
First Meeting Outside the U.S. 


For most of the more than 2,800 
who were at the Los Angeles Conven- 
tion, the closing session was a signal 
to look around Southern California 
a bit or, if they had to get back to 
work in a hurry, to turn their foot- 
steps toward home. But for another 
group, Convention close merely 
meant there was more to come, the 
Adjourned Convention session in 
Honolulu, first time MBA has ever 
sponsored a meeting outside the Con- 
tinental U. S. There was a represent- 
ative group on 
hand for the four 
days of sessions and 
field trips. 

Members heard 
bankers and other 
lenders who reside 
on the Islands tell 
of the patterns 
which building and 
mortgage lending 
have followed in 
this outpost in the Pacific. Develop- 
ment has been substantial in Hawaii 
during the past quarter century and, 
in the main, has followed American 
methods although conditions peculiar 
to a territorial economy such as exists 
have introduced a number of varia- 
tions which were new to the MBA 


visitors. 





More than 125 attended the meet- 
ing, with the Mortgage Bankers Asso- 
ciation of Hawaii as host. A program 
which the MBA guests heard was a 
complete one. Governor Samuel 
Wilder King told of the early land 
tenure of the Islands as handed down 
by the high chiefs and kings, and 
talked particularly of King Kame- 
hameha, III who established a land 
commission. 


George Collins, chairman of the 
Board of Trustees of the Bishop Es- 
tate, explained Hawaii's leasehold 
estates and how they operate. He 
said that the estate which he operates 
owns more than 59,000 acres, or 15 
per cent of the land on Oahu, with 
the government—federal, city, county 
and territorial—owning another 33 
per cent. 

The principal address of the session 
was delivered by William A. Marcus, 


senior vice president of the American 
Trust Company, San Francisco, who 
spoke on Mortgage Lending Today. 


Participating in a panel discussion 
moderated by Alex Castro, Jr., vice 
president of the T. J. Bettes Com- 
pany, were Mr. Collins; George V. 
Whisenand, chief underwriter in Ha- 
waii for FHA; J. Howard Ferguson, 
president of the Mortgage Company 
of Hawaii; and Charles A. Gregory, 
an attorney with Smith, Wild, Beebe 
and Cades. Whisenand spoke on con- 
struction and subdivision requirements 
in Hawaii, Ferguson on mortgage 


loans in Hawaii and Gregory on Ha- 
waii’s laws on mortgages. 

The Mortgage Bankers Association 
of Hawaii is an active organization 
headed by Charles R. Wade of Amer- 
ican Factors, Ltd., with Roy E. Dev- 
ereux, Hawaiian Trust Company, vice 
president. Chad Dunstan, Honolulu 
Mortgage Co., is secretary-treasurer. 
Members include Alex Castro, T. J. 
Bettes Company of California; Mr. 
Wade and Charles Hamane, Ameri- 
can Factors, Ltd.; William K. Ho, 
American Security Bank; Frank 
Wood, Bishop National Bank; Vin- 
cent Moranz and William O’Heron, 
Bishop Trust Company; Stephen K. 
Miyagawa, Central Pacific Bank; 
Dwight Lowrey, Cooke Trust Com- 
pany; Harold A. Robinson, Theo. H. 





JUST AFTER FLYING THE BLUE PACIFIC: Aloha nui ka kau! The 
group that flew over and came back on the Lurline. Most of those who 
attended the Adjourned session went on this tour but many made their own 
transportation arrangements. Those on the tour got the full Hawaiian treat- 
ment, leis on departure, an Island welcome on arrival, etc. 














WHAT THE BUSINESS IS LIKE ON THE MAINLAND: That’s what 
William A. Marcus is telling the Adjourned Session at one of the meetings. 
The influences that govern mortgages in the U. S. are essentially the same in 
Hawaii, with some differences that intrigued MBA visitors. 
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THE ADJOURNED SESSION, ROSTRUM-EYE 
VIEW: Quite a group for the first session of MBA 


And there were more at 


outside the Continental U. S.! 


Davies & Company, Ltd.; Francis J. 
Moore, Hawaiian Life Insurance 
Company; Mr. Devereux and Corey 
Roach, Hawaiian Trust Company; 
Mr. Dunstan and Charles J. Pietsch, 
Jr., Honolulu Mortgage Company; 
Peter Lee, Honolulu Trust Company; 
James Y. T. Leong; King Chow Mui, 
Liberty Bank; J. Howard Ferguson, 
Mortgage Company of Hawaii; and 
Les Thomas, Pacific Insurance Com- 
pany. 

Included among those who attended 
this first MBA session outside the 
country were: 


Mr. and Mrs. Wm. Carrico, Mr. 
and Mrs. Claude R. Davenport, David 
Friedman and Mrs. Friedman, Elsie 
Franke, George Gooss, Mr. and Mrs. 
Perch Hankin, Mr. and Mrs. Carl 
Harris, Mr. and Mrs. M. S. Hewg- 
ley, Mr. and Mrs. Frank S. Hight, Jr. 


Also Mr. and Mrs. H. M. Guillot, 
Mr. and Mrs. Jas. S. Key, Mr. and 
Mrs. M. G. Kimbrough, Mr. and 
Mrs. Wallace L. Lewis, Mr. and Mrs. 
Edward F. Lambrecht, Mr. and Mrs. 
M. C. Mackey, Mr. and Mrs. Ken- 
neth Morford. 


Also Mr. and Mrs. John M. Mc- 
Coy, Mr. and Mrs. George H. Patter- 
son, Mr. and Mrs. A. H. Phillips, Mr. 
and Mrs. W. B. Phillips, Mr. and Mrs. 
M. V. Rinehart and daughter, Mar- 
garet, Mr. and Mrs. W. C. Rainford, 
Mr. and Mrs. Harold E. Sperry, Mr. 
and Mrs. Robt. A. Taggart, Mr. and 
Mrs. N. Wolfsohn, Thomas J. Kay- 
pock. 

Also Mrs. Walter Armstrong, Mr. 
and Mrs. George Bromeyer, Mr. and 
Mrs. Clyde T. Denton, Mr. and Mrs. 
Eugene Knight, Mr. and Mrs. Lex 


Marsh, Mr. and Mrs. Chas. H. Read. 

Also Mr. and Mrs. Wallace Moir, 
Beverly Hills; John F. Austin, Jr., 
Houston; Lawson Watts, St. Louis; 
W. E. Howard, Pittsburgh; Mr. and 
Mrs. W. A. Clarke, Philadelphia; Mr. 
and Mrs. James H. Magee, Boston; 
L. Douglas Meredith, Montpelier, Vt. 


The Lubbock MBA is discussing 
plans to establish a scholarship fund 


the meeting, but somehow the lure of Hawaii was too 
much for some to be on hand every minute. And when 
this was taken, one contingent had not yet arrived. 


for a student at Texas Tech majoring 
in finance. .. . Will F. Nicholson, who 
was formerly president of A. D. Wil- 
son & Co., Denver, and active in 


MBA affairs at the time, is now 
Mayor of Denver. . . . Robert H. 
Boulton, executive vice president, 


Rapids Bank and Trust Company, 
Alexandria, La., has been elected 
president of ABA’s State Bank Divi- 
sion, composed of more than 9,500 of 
the nation’s 15,000 banks. 




















PROFITABLE READING for anyone 
in the mortgage lending field 


These works have won Certificate of Merit awards in the MBA 
educational program and are available in booklet form to mem- 
bers without charge— 


The Motel Story by Jerry B. Frey, Jr., The Brown-Frey Mort- 
gage Company, Dallas 


Simplified Mortgage Service Accounting Procedures by John 
K. Benoit, Manager, Investment Records Section, Equitable 
Life Insurance Company of Iowa. 


Subdivision Development and Financing by J. Wray Murray, 
Commonwealth Life Insurance Co., Louisville. 


Direct Placement of Industrial Securities by Mortgage Bankers 
by Walter Mahlstedt, Teachers Insurance and Annuity Associ- 
ation of America. 


Mortgage Loan Analysis of Retail Properties by Robert P. 
Russell, assistant Vice president, T. J. Bettes Company, Houston. 


Auditing the Loan Correspondent by D. R. Olson, city loan 
auditor, Equitable Life Insurance Company of Iowa, Des 
Moines. 
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paso financing is an impor- 
tant tool in the mortgage banker’s 
kit, so much so in fact that without 
adequate interim financing, the story 
of the heavy volume of mortgage 
lending during the past decade would 
have been an entirely different one. 
Interim financing has grown rapidly 
and along many varied lines. It con- 
tinues to play an increasingly impor- 
tant role in the business of the mort- 
gage originator. To process a loan 
after it has been closed, and up to 
the point where it is ready for the 
permanent lender, now takes from 90 
to 120 days. Several years ago this 
time lag was 60 to 90 days. Every 
additional day of processing time 
means additional financing cost for 
the mortgage banker. 

Those outside the mortgage lend- 
ing field have heard more about this 
operation during 1955 than ever be- 
fore, principally as a result of a sur- 
vey this summer by the Federal Re- 
serve Board, which showed that loans 
of all types to mortgage lenders on 
August 10 amounted to $1,310,000,- 
000. In addition, approximately 400 
commercial banks had commitments 
to extend an additional $1,260,000,- 
000 of credit. The money market, as 
every mortgage lender well knows, 
has tightened greatly since early 1955, 
and particularly in recent months; 
and this stringency would seem to in- 
dicate that a good portion of this 
additional line of credit probabaly has 
been consumed in the past several 
months. Because of the forward com- 


. . « the experience of MBA members 


mitments of insurance companies, 
mortgage bankers have been using up 
their interim financing credit at an 
accelerated pace and probably as 
much as $2,250,000,000 is being used 
today for this purpose. 

This aspect of mortgage lending, 
while it is being prominently and ac- 
tively discussed now, has been, strange 
to say, one concerning which little 
comprehensive research has _ been 
done. Long before it became news in 
the press, the 1954-55 Research Com- 
mittee determined to take a look at 
interim financing and see what has 
been the experience of MBA mem- 
bers. A sub-committee was appointed 
consisting of L. J. Holt, Philadelphia, 
chairman, and including Charles J. 
Horn, Newark, Irvin Jacobs, Chicago, 
and John F. Schneider, New York. 
Interim financing has been a much- 
scheduled subject at MBA meetings 
in recent years. There have been talks 
on the mechanics of handling this 
type of transaction in a mortgage 
office and others by representatives of 
commercial banks telling of their par- 
ticipation. But there was no single 
source of information where one could 
turn to find the answers to all the 
questions that were being asked of 
the MBA Research group. 

Consequently, a questionnaire was 
devised and mailed to all MBA mem- 
bers. A total of 385 was returned, 
of which 287 were from mortgage 
bankers and 98 from commercial 
bankers. The Committee sought to 
learn the answers to such questions as: 


The Research Committee’s Report on Interim Financing 


Compiled and analyzed by L. J. Holt, Philadelphia, Chairman of the Research 
Sub-Committee consisting of Charles J. Horn, Newark, Irvin Jacobs, Chicago, 
and John F. Schneider, New York; Robert H. Pease, Chairman, MBA Research 
Committee; and L. O. Kerwood, MBA Director of Research. 


PART ONE OF A SERIES 
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Does the bank lend the full amount 
of your loan? If not the full amount, 
what percentage? Do you send all 
papers to the bank? What per cent 
of total escrow funds do you have on 
deposit at your bank? Etc. The ma- 
terial was compiled in the Spring of 
this year and cataloging took several 
months. Under the sponsorship of the 
Research Committee, it will now be 
presented in three installments of 
which this is the first. Events of re- 
cent months have not—as some might 
conclude—made it out-of-date; on the 
contrary, the conclusions represented 
by the study are more important than 
ever. 

From the mortgage banker’s view- 
point, classification as to credit line 
and then by financing with or with- 


out commitment seemed a _ logical 
starting point. Of the 287 companies 
replying, 255 supplied information as 
to financing with a commitment. Of 
the 255, 73, or 28.6 per cent, were 
classified as small, with a credit line 
of $500,000 or less and with an aver- 
age credit line of approximately 
$330,000 for the group, a prepond- 
ent number of which were, however, 
in the $400,000-$500,000 category; 
122, or 47.8 per cent, were classified 
as medium, with a credit line of over 
$500,000 and less than $2,000,000, 
and with an average credit line of 
approximately $1,100,000 for the 
group, a prepondent number being 
in the $1,100,000 and the $1,500,000 
categories; and 60, or 23.6 per cent, 
were classified as large, with a credit 


THE REPORT — PART I 


line of $2,000,000 and over, and with 
an average credit line of approxi- 
mately $4,400,000 for the group, the 
prepondent number being at the 
$2,000,000 mark, but with a few at or 
near the $15,000,000 limit. 

It becomes increasingly important 
for the mortgage banker to obtain 
100 per cent financing of his loan, 
a reasonable interest rate, and a 
method whereby he can eliminate the 
costly practice of transferring all pa- 
pers to the commercial banker. It is 
the sincere desire of those who have 
prepared this study that by presenting 
this factual information the mortgage 
banker and commercial banker can 
better understand each other’s prob- 
lems. 





Interim financing with a commitment. 

In total, the purely calculated average credit line for 
all groups combined is approximately $1,750,000 per 
operating company. While not all replies contained 
answers to every question, the following tabulation gives 
considerable information as to day-to-day practices as 
related to various size mortgage banking firms. 

CLASSIFICATION 
SMALL MEDIUM LARGE TOTAL 
Operational Aspect 


|. Do other banks par- 
ticipate in taking the 
amount of the loan? 
(a) Yes 10 39 31 80 
2 eae 59 75 29 163 
Or, in other words, 67 per cent of the borrowings 
are participated in by a single bank. 


Does the bank lend 
the full amount of 
your loan? 

[ae We cack owes 46 79 35 160 
(Be) INO ...<.. << 52 20 95 
Or, in other words, in the case of 63 per cent of the 
mortgage bankers, the bank will lend the full re- 


quirement. 

3. If bank will not lend 
full amount, what 
percentage? 


99-99.5% 
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These random observations, taken from correspond- 
ents’ replies, reflect the diversity of methods, terms and 
procedures which borrowers encounter in interim financ- 
ing: 

If commitment is at a discount, loan is reduced ac- 
cordingly; unsold lines at 95 per cent, purchase line at 
par; face amount of note less $200 on conventional 
loans and insured and guaranteed loans at par; bank 
lends us whatever amount of our commitment is from 
our investor; bank top is $44,000 which is carried to 
individual purchaser account; withhold sufficient to pay 
interest and other expense in connection with interim 
financing; 

Borrow on straight note; occasionally on large com- 
mercial loan, bank loans 100 per cent; 85 per cent on 
construction loans; one half per cent less than mortgage 
price of commitment; if commitment from insurance 
company is at par, full amount of loan is made, other- 
wise, bank loan is amount of discounted commitment; 
90 per cent on certain types; arrangement is open line 
of credit rather than true warehousing; 

Secondary lender’s discount deducted from bank pro- 
ceeds; 85 per cent uncommitted VA loans; bank holds 
discounts in escrow; bank lends 95 per cent of discount 
price if loan is discounted, two points less if takeout is 
at discount; depending on risks, down payment and loan 
term; sales price of loan to investor with top of 97.5 
per cent. 

SMALL MEDIUM LARGE TOTAL 
4. Do you send all pa- 
pers to the bank? 


nemabees 41 76 39 156 
eee 29 48 22 99 
Thus, 61 per cent of the banks which do interim 


financing, require all documents to be in their pos- 
session. 
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Do you have an agent 
of the bank in your 
office who is also your 


employee? - 
SMALL MEDIUM LARGE TOTAL 


a) Yes l l 5 7 
b) No 69 119 55 243 
As clearly indicated, very few mortgage bankers have 
an agent of the bank employed in the organization. 


- 


The all-important factor of interest rates shows a 
wide variance, but reveals further that it is only 
the larger companies which can dip into the lower 
rates, while a noticeable number of small companies 
are required to pay 5 percent to 6 per cent interest. 


Che following table will show this distribution (and 


should be read with the reservation that changes in 
the money markets have been rapid during recent 


months) : 
314% 1 2 3 
3% i 
sf, 9 y 14 
A 7 8 15 
| 17 52 30 99 
1A 7 13 6 26 
1, 29 3] 15 75 
+34 2 3 5 
5 15 8 3 26 
VV, 2 2 
6b } t 
Varies 2 t 2 8 


Obviously, the most used rates are 4 per cent and 
per cent. Total, in this instance, is greater than 


number of respondents, since some indicated use of 
more than one rate. While not everyone responding 
chose to reveal these data, the sampling would seem to 


be representative of actual practice. 


/ 


What per cent of to- 
tal escrow funds do 
you have on deposit 
at your bank? 


100% .. 31 13 26 100 
95-99 : | 7 4 12 
90-94 3 5 + 12 
80-89 | 9 4 17 
70-79 l 7 3 11 
60-69 3 5 8 
50.59 5 6 } 15 
10-49 l t l 6 
30-39 1 2 1 1 
25 or less } } 9 9 


Of the 194 companies represented, an even 100, o1 
92 per cent, have all their escrow funds on deposit 
with their bank. 


In Day-To-Day Transactions: 
A. Does the bank re- 
quire recording as- 
signments of mort- 
gages to it? 


a) Yes 8 12 5 25 
b) No 64 108 34 226 
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Or, 90 per cent do not require the recording of as- 
signments of mortgages. 
SMALL MEDIUM LARGE TOTAL 
B. Does the bank re- 
quire a guarantee 
of repurchase or 
substitution in the 
event of default? 
i eee 29 39 36 104 
_ fe 40 80 24 144 


This aspect is not quite as precise as section A, since 
42 per cent do require a guarantee and 58 per cent 
do not. More predominantly with the medium size 
companies than in the others does there seem to be 
no required guarantee. 


C. Does the bank ship 
the mortgage di- 
rectly to the per- 
manent lender? 
fc? 31 68 39 138 
re 54 20 116 


In a rather surprisingly large number of cases, 54 
per cent of the banks do ship the mortgages directly 
to the permanent investor rather than returning 
them to the mortgage banker. 


D. Are the proceeds 
of mortgages from 
permanent lenders 


remitted? 
(a) Toyou... 31 40 16 87 
(b) To the 
bank .... 46 81 48 175 


In direct correlation with Section C above, 67 per 
cent of the permanent investors remit the proceeds 
of mortgages directly to the bank rather than via the 
mortgage banker. Total is greater than number of 
respondents because some indicated both systems. 


E. How is interest 


paid? 
(a) Monthly on 

outstanding 

balances .... 19 54 43 116 
(b) On repay- 

ment of each 

mortgage ... 43 62 16 121 
(c) On purchase. l 5 2 8 
d) Varies ..... 5 l 1 7 


Other than plans (a) and (b) above, which are 
about equally divided, there seems to be no interest 
pattern used with sufficient frequency to be of any 
significance. 
F. Does the bank re- 

quire a complete 

set of papers with 

exception of VA 

guarantee or FHA 

endorsement and 

title policy? 
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SMALL MEDIUM LARGE TOTAL 


C8, es 40 72 37 149 
 ¢ a 28 46 21 95 


It is in this area that some suggestions have been 
made for reducing the paper work required in such 
a transaction. The feeling has been expressed that 
a single certification on the part of the mortgage 
banker to the bank might serve adequately in this 
instance. This would not eliminate the preparation 
of any documents, but would certainly reduce nec- 
essary handling. 

G. What are desired suggested improvements in the 

mortgage warehousing procedure ? 
Some comments and suggestions: 


The right to retain all papers on trust receipt; gen- 
eral reduction in interest rates; interest rate tied to 
prime rate; increased credit lines; interest only equal 
to that being collected on mortgage; easier market for 
unsold loans; 


Open line without commitment; standard rate of bor- 
rowing based on percentage of loan; financing without 
takeout; increase from 90 days to 6 months for ware- 
housing of each loan; warehousing facilities for FHA 
and GI loans not yet offered to insurance companies; 
less insurance; 

Larger line on uncommitted loans; elimination of in- 
surance endorsement; privilege of shipping paper di- 
rectly to purchaser; one-half per cent participation with 
bank; consistency on part of banks and bank examiners; 
provisions for warehousing without commitment; a bet- 
ter informed bank; interest rate at 34% per cent; ad- 
vance up to 75 per cent of commitment; elimination of 
10 per cent discount; no equity requirement on com- 
pleted loans; larger line of credit; no margin require- 
ment with takeout; less handling of documents between 
the bank and the mortgage banker; 

A simplification of warehouse procedure and a larger 
spread between mortgage interest rate and bank note 
interest rate due to prime quality of collateral offered 
as security for loan; notes and deeds of trust to be han- 
dled by bank as accounts receivable; 100 per cent in- 
stead of 90 per cent loans; bank employee in our office; 
100 per cent loan on warehousing not to be included in 
regular line of credit; less red tape; interest rate dif- 
ferential; acceptance of government guaranteed loans 
without commitment; increased availability of funds; 
disbursement of loans direct rather than through the 
bank; simplification of “package” required to borrower. 

While the above represents a great many suggested 
improvements from the standpoint of the mortgage 
banker, there were a great many comments indicating 
present procedure to be quite satisfactory. Of the sug- 
gested changes, some stand out as predominant: 


>> Consistently lower interest rates. 


>> Use of trust receipt in lieu of submitting all papers 
to the bank. 


>> Increased credit lines. 


9. Do you carry fidelity 
bond coverage? 


SMALL MEDIUM LARGE TOTAL 


fe ae ee 101 57 218 
ee 11 1 22 
In what amount? 
$ 10,000 or less... 13 4 l 18 
11,000- 25,000.. 17 29 3 49 
26,000- 50,000.. 14 28 7 49 
51,000- 75,000. 4 3 7 
76,000-100,000. . 21 15 36 
101,000-200,000 . 3 7 10 20 
201,000-300,000 l a 7 12 
Over 300,000 .. 3 3 


Only 112 out of a total of 287 engaged in interim 
financing without a commitment. Of these 112 com- 
panies, 58, or 51.8 per cent, of such operations would 
be classed as small; 36, or 32.1 per cent, as medium; 
and, 18, or 16.1 per cent, as large. 

While the volume was much less, the practices and 
policies of day-to-day operation were frequently com- 
parable. Seventy-eight and five-tenths per cent of such 
borrowings are participated in by a single bank. How- 
ever, in only 30.6 per cent of the mortgage banking 
companies, will the bank lend the full requirement. 
While virtually no mortgage banker has an agent of 
the bank employed in his organization, 73 per cent of 
the banks which loan without a commitment require 
all documents to be in their possession. Interest rates 
vary from 3% percent-8 percent in one instance, with 
the most popular rates being 4 per cent and 44% per 
cent. 

Of those giving escrow data, only 46 per cent have all 
their escrow funds on deposit with their bank. Eighty- 
eight per cent of the banks involved do not require 
recording assignments of mortgages to the bank. Ap- 
proximately half of the banks require a guarantee of 
repurchase or substitution in the event of default, and in 
about the same proportion the bank ships the mortgages 
directly to the permanent lender. In about two-thirds 
of the cases, the proceeds of the mortgages from per- 
manent lenders are remitted directly to the bank. 

Slightly less than 70 per cent of the banks require a 
complete set of papers, with exception of VA guar- 
antee or FHA endorsement and title policy, and almost 
68 per cent of the cases, mortgages warehoused include 
FHA, VA, and conventional loans, and in almost no 
cases are separate lines required for the various type 
loans. In virtually all cases, the warehoused mortgages 
are deposited as collateral to a note. 

Part II of this report will appear in January and will 
cover construction loans and the experience of MBA 
members with them. 


OBITUARY: Harry H. Hall, a past international 
president of the Society of Residential Appraisers, died 
in Bloomington, Illinois November 22. On the staff of 
Modern Woodmen of America in Chicago from 1934 to 
1936, Mr. Hall was transferred to the Rock Island 
home office to work in the investment department 
where he remained until he organized his real estate 
business in 1949. 
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Housing Starts in 1956 Will Fall 


If Credit Restrictions Not Eased 


Lindell Peterson, MBA president- 
elect, told a Detroit conference of sev- 
eral hundred real estate brokers, mort- 
gage bankers, appraisers and builders 
that if a cut in building in 1956 is 
to be avoided there must be some 
tempering of present credit controls 
ind Federal Reserve Bank policies. 

Peterson and Thomas P. Coogan, 
president of Housing Securities, Inc.., 
New York, and a former NAHB presi- 
dent. were in thorough agreement, in 
the course of a panel discussion in the 
Sheraton-Cadillac Hotel, that the con- 
trols established were necessary, al- 
though Coogan held the reservation 
that housing suffers “ten times the 
controls that other industries do 
New York banks are even now buying 
no-down payment three-year paper 
on autos.” 

Peterson referred to the lag from 
changes in federal policies to their 
actual effects on housing in his esti- 





mate that if 1956 housing construc- 
tion is not to fall well below 1955 the 
policy changes will have to come soon. 

Other 1956 estimates by President 
Peterson were: 
>> Increases in savings are in pros- 
pect for the rest of this year. 
>> Next year savings will get an 
added boost from a reduction in in- 
come taxes. 
>> The federal government will be 
less of a drain on the financial mar- 
kets than in 1955 because of a bal- 
anced budget. 
>> Through increases in savings and 
mortgage repayments alone the mar- 
ket will have as large a supply of 
funds as in 1955. 

Peterson cautioned against abuse of 
warehousing practices for expan- 
sionary and speculation undertakings. 

Other speakers were Louis Laronge, 
Cleveland, president of the National 
Institute of Real Estate Brokers; Rod- 


>? AT THE DETROIT MBA MEETING: Left to right, MBA President 
Lindell Peterson; John W. Galbreath, former president of NAREB and 
founder of the Galbreath Mortgage Company, Columbus, Ohio; Leonard P. 
Reaume, also a former NAREB president; and Louis Laronge, president of 
the National Institute of Real Estate Brokers. 
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ney M. Lockwood, another former 
NAHB president; and John W. Gal- 
breath, Columbus, Ohio, capitalist, 
builder, and sportsman who delivered 
the dinner address. 


Besides the Detroit MBA, six other 
area industry associations including 
the Detroit Real Estate Board and 
the Builders Association of Metropoli- 
tan Detroit took part. 


—Harold Hallet 


William A. Branigin 
Is Seattle MBA Head 


William A. Branigin of the Carroll 
Mortgage Company has been elected 
president of Seattle MBA. Elected 
vice president was Sheffield Phelps of 
Securities Mortgage Company and 
Donald McClure 
of Prudential Mu- 
tual Savings Bank 
was elected secre- 
tary-treasurer. 

The board of 
governors includes 
the elected officers 
and Harold C. 
Kean, president of 
Ballard Federal 
Savings & Loan 
Association; Harry B. Dye, vice presi- 
dent of Seattle Trust and Savings 
Bank; Russ Kelleran, vice president 
of White and Bollard; and Gordon 
Fry of Northern Life Insurance Com- 
pany. 





W. A. Branigin 


Mr. Branigin has served on many 
Seattle MBA committees and was 
secretary-treasurer in 1953 and vice 
president last year. He was a lecturer 
at the Mortgage Bankers Association’s 
School of Mortgage Banking at Stan- 
ford University in August. 


Mr. Phelps has been active during 
the past two years of legislative prob- 
lems involving mortgages in the State 
of Washington, and Mr. McClure was 
recently chairman of the Association’s 
program committee. 


The Seattle MBA consists of 50 
regular and 9 associate members in 
Seattle, Everett and Tacoma. Meet- 
ings are held the third Tuesday of 
each month, October through May, 
with the exception of December. 
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C. Worth Barnett Is 
Indianapolis Head 


C. Worth Barnett, vice president of 
the Mercantile Mortgage Company, 
Indianapolis, has been elected presi- 
dent of the Indianapolis MBA. 

Other officers chosen are Donald 
Jameson, president of Equitable Se- 
curities Company, 
vice president, 
and William M. 
Hall, assistant sec- 
retary of Meridian 
Mortgage Com- 
pany Inc., secre- 
tary-treasurer. 

With Mercan- 
tile Mortgage 
since 1950, Bar- 
nett formerly was 
with L. S. Ayres & Co. and later with 
FHA in Indianapolis and in San 
Francisco. He was assistant FHA di- 
rector for Indiana from 1946 to 1950. 
Jameson founded Equitable Securities 
in 1915 with his brother, John T. 
Jameson. A World War II Navy vet- 
eran, Hall joined Meridian Mortgage 
three years ago. He is a member of 
the Indianapolis Real Estate Board 
and the Junior Chamber of Con 


merce. 


Washington, D.C. MBA 
Holds Mortgage Clinic 


Another local Association has fol- 
lowed the lead of Indianapolis, Chi- 
cago, Philadelphia and others in or- 
ganizing and sponsoring an annual 
mortgage clinic, with the emphasis on 
servicing. The Metropolitan Wash- 
ington MBA held its first such clinic 
designed for the education of those 
employees below the executive level. 
Following luncheon, the seminar was 
devoted to loan processing and insur- 
ance. Processing of loans was covered 
in a panel discussion under the chair- 
manship of Frank Johnson, mortgage 
officer and manager of the Silver 
Spring office of Frederick W. Berens, 
Inc. The insurance panel discussion 
was chairmaned by Stanley Betts, 
manager, insurance department, Bog- 
ley & Harting, Inc. 

Everett B. Bean, treasurer of B. F. 
Saul Co., conducted the session de- 
voted entirely to the servicing of mort- 
gage loans. General chairman was 
Frank S. Hight. 





C. Worth Barnett 


First 1956 MBA Event 
Is NYU Conference 


First event in MBA’s 1956 ex- 
panded educational program — only 
one part of the heaviest schedule of 
meetings the Association has ever 
sponsored—is the 1lth annual Con- 
ference for Senior Executives in 
Mortgage Banking January 24-26 at 
New York University, held in coop- 
eration with the institution’s graduate 
school of business administration. 
Theme of the Conference will be 
Mortgage Lending in a Period of Ra- 
tioned Credit. Carey Winston, Wash- 
ington, D. C., is chairman of the 
MBA Educational Committee, Addi- 
son K. Barry, Newark, is chairman 
of the MBA-NYU subcommittee di- 
recting the Conference with the over- 
all direction by L.O. Kerwood, MBA 
director of education and research. 
Dr. H. W. McDowell of the NYU 
graduate school will direct for NYU. 

For timely interest, the program is 
the best in recent years. The first ses- 
sion’s topic will be How Sound Is 
Our Prosperity? Speakers are: 

Elements of Strength in The Amer- 
ican Economy by Dr. Marcus Nadler, 
NYU professor of finance and re- 
search director, Institute of Interna- 
tional Finance. 

Elements of Weakness in The Amer- 
ican Economy by Dr. G. Rowland 
Collins, dean of the NYU graduate 
school. 

Second session theme is The Short- 
age of Mortgage Money and the 
speakers are: 

The Supply of Savings for Mort- 
gage Investment by Dr. Roger Mur- 
ray, vice president, Bankers Trust 
Company, New York, and 

Analysis of the Demand for Mort- 
gage Funds by Dr. George Cline 
Smith, economist, F. W. Dodge Cor- 
poration. 

Third session topic is The Future 
Market for Homes and the speaker 
is Dr. Gordon W. McKinley, director 
of economic research, The Prudential 
Insurance Company of America. 

At the fourth session the topic is 
Government Controls and Mortgage 
Credit. The speakers are: 

Federal Reserve Policy and Mort- 
vage Credit by Dr. Roy Reierson, 
vice president, Bankers Trust Com- 
pany, New York, and 


The Home Loan Bank Board and 
Mortgage Credit by W. W. McAl- 
lister, chairman, Federal Home Loan 
Bank Board. 

Fifth session topic is The Diversion 
of Savings from the Mortgage Mar- 
ket. Speakers are: 

The Stock Market and Future Mort- 
gage Demand by Dr. Jules I. Bogen, 
NYU professor of finance, 

Consumer Spending and the Trend 
of Savings by Martin Gainsbrugh, 
chief economist, The National Indus- 
trial Conference Board, professor of 
economics, New York University. 

Again, the Conference registration 
will be limited. Past experience has 
clearly indicated that a limitation of 
120 conferees offers the maximum 
benefit for all attending. The aca- 
demic atmosphere of the Conference, 
a much-valued feature of this unique 
experience in mortgage lending, tends 
to disappear as the number of con- 
ferees exceeds the 120 figure. Thus, 
those who want to avail themselves 
of the MBA-NYU Conference should 
be prompt in returning the applica- 
tion form to the University as soon as 
received. 








THE MORTGAGE MARKET 
(Continued from page 17) 
brought about, fortunately enough, 
before the disparity between invest- 
ment and savings had become dan- 
gerously great. In all probability, the 

needed adjustments can be made. 

Nevertheless, it cannot be contem- 
plated that 1956 will start off with 
quite the buoyancy of the early 
months of 1955, any more than it can 
be expected that credit in early 1956 
will be as loose as it was in early 1955. 
By comparison, credit will still be 
tight. But a more orderly flow of 
funds should have been restored, ad- 
vance commitments should again be 
available, and builders should be able 
to proceed with confidence, though 
perhaps not with exuberance. Next 
year is certain to be another good year 
for both builders and mortgage men; 
and it follows that it will be a good 
year for real estate men also. House- 
building may not reach the same level 
it will come to in 1955; but neither is 
it likely to fall short of this very satis- 
factory performance. 

(As given before NAREB’s Mort- 
gage Council.) 
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Something new in the way of an 
industry-wide, sales promotion cam- 
paign to improve America’s homes is 
being inaugurated by the building in- 
dustry with the organization of Op- 
eration Home Improvement. 

Consisting of a year-long campaign 
designed to interest more people in 
improving their homes and to help 
make it easier for them to buy mate- 
rials and services, the program will 
be launched officially on January 16, 
1956, when Albert M. Cole, HHFA 
Administrator, proclaims 1956 as 
‘‘Home Improvement Year.” The 
campaign’s official slogan, “56—the 
year to Fix your home,” reflects its 
prime purpose—the selling of more 
American families on better living in 
better homes. 


As now set up, OHI will coordi- 
nate, under one official seal, slogan 
and banner, the sales promotion ef- 
forts of all factors in the building, 
financing and home equipment fields, 
at both national and local levels. As 
such, it will work in relationship with 
ACTION, a long-term, non-commer- 
cial program dealing with slum elim- 
ination and community conservation. 
Together, ACTION and OHI will 
present a two-pronged private enter- 
prise approach to America’s housing 
problem, with one complementing the 
other. 


Sponsor of the program is the 
United States Chamber of Commerce. 
Chairman of the OHI Coordinating 
Committee is F. Stuart Fitzpatrick. 
John R. Doscher, on loan for a year 
from Life magazine, is the executive 
director of OHI. He is assisted by 
Don Moore, an ex-Topeka newsman, 
who comes to his present post directly 
from a building industry publishing 
job. 

Originally conceived as a campaign 
of short duration, OHI was expanded 
into a full year operation on the prem- 
ise that it will enable everyone to 
tie in, each at a time of his own 
choosing, according to well-established 
industry patterns of sales promotion 
activity at the local level. 

Sales promotion kits of basic pro- 
motional materials will be distributed, 
thus enabling all dealers, retailers, 


OHI — A New Effort 


lenders and builders to tie in with 
OHI at the local level. Interpretive 
film presentations—one for manufac- 
turers’ use and one for association use 
—also will be offered. 

OHI expects to cooperate closely 
with the trade press and with the 
public relations departments of manu- 
facturers and associations. A periodic 
newsletter will be issued, and a wide 
publicity campaign will be waged in 
the national consumer magazines. 
Speaking engagements will be ac- 
cepted; special efforts will be made 
to appear on the convention programs 
of all national associations. 

Every effort will be made to work 
with both banking and savings and 
loan interests, and to enlist their full 
support at both national and local 
levels. 

Headquarters for OHI will be in 
New York. 


>»? VACANCY SURVEY: Vacant 
apartments for rent amount to 4 per 
cent of all units in large rental prop- 
erties in the United States, according 
to a survey in May, 1955 by the bu- 
reau of the census. A large rental 
property is defined, for this survey, as 
an apartment house or a rental devel- 
opment containing 100 or more apart- 
ments. Public housing projects are 
excluded. 

By geographic region, the rental 
vacancy rates vary substantially from 
the national average, ranging from 
1.5 in the Northeast to 8.7 in the 
West. Data available for 14 standard 
metropolitan areas that contain 25 or 
more large rental properties indicate 
even wider variations for local areas. 
For example, vacancies for rent in 
such properties amount to | per cent 
in the New York-Northeastern New 
Jersey metropolitan area, 7.1 per cent 
in the Los Angeles Area, and 12.5 per 
cent in the Dallas area. 

Most of the large rental properties 
are found in the large urban centers 
in the eastern part of the United 
States. More than one-half the prop- 
erties are in the Northeast, and about 
40 per cent of the United States total 
are in the New York-Northeastern 
New Jersey metropolitan area alone. 
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We are looking for someone between 
ages of 35 and 45 with broad experience, 
preferably with a mortgage company in all 
phases of mortgage lending, who can as- 
sume position of administrative assistant to 
president, or executive vice president, and 
after period of indoctrination, become pres- 
ident of a progressive mortgage company 
servicing $90 million in loans. Salary com- 
mensurate with background and experi- 
ence. Write South Jersey Mortgage Co., 
519 Market St., Camden, N. J. 


MORTGAGE LOAN MAN 


Eastern insurance company has attrac- 
tive vacancy to fill in its Cleveland field 
investment office. Man not older than 35, 
preferably with experience in conventional 
lending practices desired. Working condi- 
tions, salary and fringe benefits excellent. 
Reply stating educational and work his- 
tories in detail. Write Box 357. 


Interested in acquiring mortgage com- 
panies with servicing accounts in the states 
of Iowa, Nebraska, Colorado, Wyoming, 
Arizona, Utah, Missouri, Kansas, Okla- 
homa and Arkansas. Replies held in strict 
confidence. Write Box 359. 


FINANCIAL MANAGER 


Experience in credit, installment financ- 
ing, mortgage loans or factoring. This po- 
sition requires man with high-level experi- 
ence and ability and good sales person- 
ality. It provides splendid opportunity to 
grow with a new p of a well-known 
and established company. Please furnish 
details of qualifications and experience, 
references and state approximate salary 
expected. Write P.O. Box 661, Dallas, 
Texas. 


We want a capable ambitious mortgage 
man experienced in handling commercial 
and industrial loans. Excellent growth po- 
sition. Contact F. J. Brice, vice president, 
George Elkins Company, Beverly Drive and 
Santa Monica Blvd., Beverly Hills, Calif. 


WANT 
FNMA STOCK 


Give Price and Amount 


Write Box 358 


THE MORTGAGE BANKER 
111 West Washington St. 
Chicago 
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Sagittarius, the Archer 
(Nov. 23 to Dec. 21): 
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Plan your activities. 

An excellent year ahead. 
Increased monetary 
remunerations for you and 
your business associates. 








MORTGAGE BUSINESS IN °56! 


No mortgage banker likes or wants foreclosures, 
especially because of a mortgagor’s physical dis- 
ability. Beside the loss of a valued customer and 
the inestimable loss of customer faith and good 
will, he loses the time required to gain a clear 
title. 

Secure good public relations by offering real cus- 
tomer protection with the Continental Casualty 


Continental 


SUALTY COMPANY 





Company's concept of accident and health insur- 
ance—the Mortgage Payment Protection Plan. It 
gives you and your customer mortgage payment 
protection for contingencies involving physical 
disability, and the Plan is easily operated at no 
cost to you. Investigate today and see how much 
easier it will be in '56 to have a really secure 
mortgage business. 


for further information, 
consult your 


AGENT or BROKER 


Send for free brochure. Write near- 
est branch or Home Office. 


SRP-1261A Series 


SPECIAL RISKS DIVISION + 310 South Michigan, Chicago 4, Illinois 





like 
modern 
office 

meachines... 


TITLE 
INSURANCE 


Expedites Your 
Mortgage Business! 


As essential to efficient mortgage banking 
as today’s modern office machines, Title In- 
surance speeds up the time and lessens the 
work required to complete profitable mort- 
gage transactions. Title Insurance, at a nom- 
inal cost to the mortgagor, relieves you of 
the necessity of making complex property 
searches. It protects you against costly, 
troublesome claims arising from obscure de- 
fects in the title that even a careful search 
can not detect. And Title Insurance helps you 


Aansas City Jitle 


Capital, Surplus and Reserves Exceed $3,500,000.00 


to make mortgage transfers easily without 
profit-stealing delays. 


You can rely on Kansas City Title Insur- 
ance Company for expert handling of all 
your title problems. With its 40-year record 
of financial stability, Kansas City Title has 
a nation-wide reputation for speedy, depend- 
able and accurate title service. 


Why not call in an experienced agent of 
Kansas City Title today! 


uranee Company 


BRANCH OFFICES: 


Baltimore, Marylond--210 North Calvert Street 


Title Building, 10th and Walnut Streets 


Little Rock, Arkansos—214 Lovisiona Street 


Nashville, Tennessee—S.W. Cor. 3rd & Union Streets 


Kansas City 6, Missouri 


Memphis, Tennessee—1141 Sterick Building 





